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CURRENT AND PROSPECTIVE SUPPLY AND DEMAND 
FOR MILK AND DAIRY PRODUCTS AND DAIRY 
HERD REDUCTION ACT OF 1978 



THTTBSSAY, APBIL S, 1978 

HoDSB OP Represbntattvbs, 
Subcommittee on Dairy and Poin,TRT 

OF THE CoMMnTEE ON AORICDLTDRE, 

Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
1301, Longworth House Cmce Building, Hon. Charles Eose (chair- 
man of the subcommittee) presiding, 

Present : Kepresentatives Xolan, Baldus, Krebs, Ammermaa, 
Volkmer, Jeffords, Kelly, and Hagedom. 

Also present: Representative Jones of Tennessee of the full 
committee. 

Staff present : Wanda M. Worsham, clerk; Carol Forbes and George 
M. Dunsmore. 

Mr. Robe. We would like to start our Poultry and Dain? Subcom- 
mittee hearings. We have a long list of very distinguished witnesses 
and we would like to finish this set of hearings by lunchtime toda^. 
la the interest of time I would ask the witnesses to please submit 
whatever statements they have for the record and to summarize their 
comments. 

The purpose of our hearing today is to explore the current and 
prospective supply and demand for milk and dairy products, includ- 
ing Government holdings of dairy products, and your comments on 
H.R. 10768, by the Honorable James Jeffords of Vermont, entitled 
the Dairy Herd Reduction Act of 1978. 

[H.R. 10768 and the report from U.S. Department of Agriculture 
follows:] 

[H.S. 10168, 95tti Cong., Sd WiB.J 
A BILL to esUbUsb sd IncentlTi progniin tor producers to cnU dairy cattle 

Be it enacted hy the Senate and Houte of RepretentativeB of the United Btatet 
of America <» Congren OMemfiled, That this Act may be cited as the "Dalrj 
Herd Rednetlon Act of 1978". 

Sec. 2. (a) (1) Subject to the provision of paragraph (2). the Secretary of 
Agriculture (hereinafter in this Act referred to as the "Secretary"), acting 
through the Agricultural Stabilization and Conservation Service, shall make 
payments to any person of IB cents per pound with respect to (1) any dairy cow 
which snch person marlcets and delivers for slaughter, and (2) any bred dairy 
heifer or dairy cow exported. The Incentive program established by this Act 
shall be in etTect for the period beginning on the date of the enactment of tbls 
Act and ending on the one hundred and eightieth da; after sucb date. 

(b) Tbe Secretary shall make such payment to any person with respect to 
those animals In excess of 12 per centum but not more than 25 per centum of 

(1) 
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tbe avens^ nnmber of dairy cows which euch person owns dnring the ninety-day 
period preceding the date of the enactment of this Act. 

(c) The payments anthorized In this legislation shall be made by tbe Secretary 
to any person who meets the requirements set forth below and who sabmit an 
application for such payments to the Secretary no later than thirty days follow- 
ing enactment of this legislation. 

(d) The requirements for a dairyman's participation shall contain the follow- 
ing TerlScation and other data as the Secretary n^ay deem necessary : 

(1) Mllli plant receipts by months for the previous year. 

(2) Cows numbers by months for tbe prevlonB year. 

(8) Number of cows on hand that have calved prior to January 1, 1A78. 
(4) Number of animals on hand that have caWed as of the date of slgniQi. 
(6) An affidavit Indicating breed, color, scale weight, and price per 
hundredweight, and ear tag number for each cow. 

(6) Only cows of distinct dairy type and color marUngs will quali^. 
Cows of distinct beef type or carrying heef color martlngs will not qnalify. 
Signer of affidavit to so certify. 
Skc. 3. The Secretary shall carry out the Incentive program authorized by the 
Act through the Commodity Credit Corporation, but in no event shall the Sec- 
retary expend more than $100,000,000 for such program. 

Sec. 4. The Secretary may issue such rules and regulatlotts as he deems 
necessary to carry out the provisions of this Act. 
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T or AGRICULTURE 



Honorable Thomaa S. Folay btlH' '^ 

Chalrniaa 

Committee on Agriculture 

House of Ttepresentetlvet 

Waehlngton, D.C. 20515 

Daw Mr. Chatrmant 

Tbla la la reply to tout request of February 20, 1978. for a report on 
H.R. 10768, a bill To eatabllah an incentive program for producers 
to cull dairy cattle. " 

The bill provides for a IS centa per pound (live weight) payment on culled cows 
delivered (or slaughter, and on heifers and cows exported* Payments would 
be made only on those cowa in excesa al 12 percent, but not more than 25 
percent of the average number of cows owned by a birmer during the SO day 
period prior to the effective date of the bill. The program would be effective 
for alz months after coaclment of the leglalatlon. 

The Department opposes enactment of thla bill. 

The normal annoal dairy cow cnlllaB rale is eatimated to be about 2B percent. 
Thna, an eatimated 1.3 mllllm cove would normally be culled during a six 
month period. Under the provisions of the bill, it la estimated that paymants 
would be made on 330 tfaouaand dairy cowa which can be divided into four 
catagoriea: 



a been culled anyway, but would 



(3) lOO thouaand cowa that would normally have been culled after the 
effective period of the bill, but will be culled early and replaced 
Immediately. 

■1 cuUlDg rate, but 

(4) 30 thousand addltloosl cowa that would not be replaced. 

HUk production per cow will be lowered during the first year because 
(he replacements to the herd will be heifers in their first lactation. The 
subsequent lactallooa of theae replacements will be higher and bring the 
milk production per cow up to normal levels. 

Tbe reduction In cow numbers would reaull In a reduction In milk pro- 
dnctionin 197S-7S marketing year from an estimated 123.5 to 12!. 
billloa poimda. It la eatimated that the propoaed program would have no 
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Honorable Thomas 8> Folsy 3 

•ffact In the followliig jemra ■■ cow numberB and milk production iroald 
raverl to the levels that would have eitsted wlthont the call cow pajnnent 
program • 

Based on the above estimates, CCC pa3'ment8 on 330 thoaaand euU cows 
would total about S5S million. CCC purchaaea under the milk price 

support program would be reduced .6 billion pounds milk equivalent at 
a aaviaga of $70 million. Thug, CCC'a outlays would be reduced by 
about Sll million. However, CCC's purdiaae cost under the price support 
program of S455 mlllloo combined with the $58 million outlay in coll cow 
pB]rments would sUU equal $514 mllUoa compared with the projected $535 
million purchase cost without a cow culling program. 

The provision al the bill that authortcea payments for exported cows Is In 
conflict with the U.S. Government's position In the trade negotiations 
currently being held in Geneva under the auspices of the OATT. The current 
poattlon of the United States is that export subsidies should i>e eliminated, 
or that very specific guidelines should he adopted that would restrict their 

We recommend against enactment of this bill because the estimated 
Mvlng in CCC coat ia not Hlgnificant In view of the vBrisblllty of the 
estimates the cost savings are baaed upon, and the administrative 

costs and problems involved in such a program. 

The admlalatrBtive cost Involved la carrying out thla program would 
partially offset the program savings. Regulations would have to be 
written and sent to the approxlmatety 2, TOO ASCS coua^ offices, b 
many counties, due to Increased workload. additlcAal people may 
have to be employed. 

Since detailed data will be required In order to carry out the provialona 
Of the bin. Information from dairy fBFmera would have to be obtained 
relating to their operationa. The fsrmB would be subject to Inspection 
regarding compliance with program provisions. In the past, dalr^ 
farmers have objected to the Federal Government's becomli^ that 
Involved In their day-to-day operations. 
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PROJECTED SUPPLY AND UTILIZATION OF MILK. DAIRY PRODUCTS, 
COW NUMBERS AND PROGRAM COSTS UNDER THE PRICE SUPPORT PROGRAM 
AND UNDER H.R. 10T68 FOR THE 19TB~TB MARKETING YEAR 



MarkeUnga 

Beginning Commercial Stocks 

Commercial Supply 



Commercial Use 

Ending Commercial Stocka 

Total UUIlEaUons 

CCC nel removsla 

Butter 

Nonfat dry milk 
Eatlmated CCC purchaaea cc 
<prlce support) 

Estimated payments on cull < 



Prices received by farmc 
Manufacturing Grade 
All milk sold to plant 

Farm Cash receipts 



Present 


15 Payment 
Cull£2-5 


0.43/0.60 
SDadJ. 




133. S 

2.7 

130.S 


133.3 

3.7 

120.3 


lasia 


U9 
138.3 


IIS.O 


118.0 



thousand cows would be culled a month early (catagory 2), 
inuol average number of cows would be reduced by about 9 thousand • 
Dw numbers tor the year would be 3S thousand. 
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S OF PROGRAM TO MAKE PAYMENTS ON COWS CULUSD 
AT 15« PER POUND AS PROPOSED IN H.R. 10TS8 
COMPARED TO PRESENT PROGRAM (1878-79 MARKETING YEAR) 



Milk production (Bll. lb) 
CCC purchase B 



Mtlk equivalent (Bll. lb) 
Butter (Mil. lb) 
Cheese (Mil. lb) 
Moatal dry milk (Mil. lb) 

Number of cows 



PaTmanls on cows (Mil. dol) 
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Mr. Rose. We hare a series of vritaesses from the U.S. Department 
of Agricultm^. 

Tney are : Mr. Dawson Ahalt, Chairman of World Food Agriculture 
Outlook and Situation Board ; Mr. Herbert Forest, Directorj Dairy Di- 
vision, AMS ; Mr. Keister Adams, Assistant Deputy Administrator for 
Commodity Operations; accompanied by Mr. Alden Manchester and 
Mr. Sidney Cohenj and Mr. Ed Schuh, Deputy Assistant Secretary, 
International Affairs and Commodity Programs, We thank you for 
being with us. 

Mr. Ahalt, if you will begin, sir. 

Mr. Ahalt. Following your request, I have a statement for the rec- 
ord, Mr. Chairman. I would like to submit it and make just a very few 
points here. These points are an attempt to summarize the outlook for 
the dairy industry as we see it at this sta^. 

Mr. BiosE. Thank you, sir. Without objection, your written statement 
will appear in the record at this point. 

[The prepared statement and attachments thereto submitted by Mr. 
Ahalt follow:] 
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statement of J. Dawson Ahalt, 

ChBlrman, World Pocd anJ Agriculture Outlook 

and Situation Boai^l, U.S. Department or Agriculture 

Bergre the Subccrmlttee on Dairy arel ftsultry 

Comnlttee on Agriculture, House of Repreaentativee, 

April 6, 197B 



THE DAUW SnUATICW 
Year-to-year gains In milk output narroMed substantially by 
early 1978. Hllk production In February was about the eane as 
a year earlier, following gains of more than 2 percent during 
last simmer and early fall and less than 1 percent in Decaiiser- 
Januaiy. Total milk output In 1977 rose by mDre than 2 percent 
to 123 billion pounds, the largest output since 1965- With farm 
milk prices maintained by the hlgier support price and relatively 
low prices for feed grains, milkifeed price relationships were 
favorable to Increased feeding throu^ most of the year, resulting 
in large ^ins In output per cow, Ihe very slow rate of decline 
In milk cow hunters continued in 1977- 

Hllk-feed price relationships this year probably will 
B favCT^le to Incii^eased feeding of grain arrf other 

to Airther gains In output per cow. But hl^ier 
cull COM prices probably will result in heavier culling in cows. 
Even so, the large nunber of beiferr. available for replacement 
will help to limit the decline in milk cow miners. For all 
of 1978, milk output probably will total sll^tly above 1977, 
althDUgh the potential exists for either an Increase or a 
all^t decrease. 

Fanners received an average $10.20 per 100 pounds of milk 
In March, up about S percKit frcni last year. For all of 
1977, milk prices averaged t9-72, a nickel above the strong 
market prices of 1976. 'Rie increase was due primarily to the 
hitler support price, since wholesale dairy product prices have 
been near si^iport purchase prices for the past two years. 

The April 1 adjustjiient In the milk support price required 
by the Food arri Agriculture Act of 1977 will raise the support 
price by «3 cents per 100 po inds to $9-13.. As a result, 1978 



:y Google 



ISnn milk prices will continue above a year earlier. However, 
there Is little chance of manuracturlng grade mlUc prices moving 
significantly above the ai^iport jirice until at least late siimier 
t&ien productlcai declines seasonally. 

Total dairy sales in 1977 were almost the sams as the 1976 
record. Quantities of most dairy products sold increased considerably 
during the seconi half of the year. The 7-2 percent Increase In 
retail prices of all food frcm Pebniary 1977. to February 1978 
was larger than the U.g percent rise in retail dairy prices. 
For all of 1978, retail dairy prices probably will average 4 to 
6 percent above a year ago, caipared to 6 to 8 percent for all 
food. 

Cormerclal use of milk anl dairy products could rise about 
1 percent this year, mostly due to iTrger ccrmerolal use of cheese. 
Rising consiKKr Inccne and expected hlgier retail neat prices 
bode well for a resimptlon of growth In ccrmerclal use of cheese. 
But, even with this expected g^wth In total ccnnerclal use, 
USDA purchases of dairy products under the price support program 
may hold around 1977 levels, ipfliioh were the hi^^est In 6 years. 

Govemnent purchases of daii? products, under the price support 
pro(3?am were heavy during mast of 1977 and totaled the equivalent 
of 6.1 bllllcn pounds of milk, the largest since 1971 and 
considerably more than the caitlned total of the 3 previous 
years ^ Govermient purchases probably will becaoe heavy again 
In caning imnths as milk output Increases seasonally. 

CCC uncccimltted Inventories of butter, flmsirlcan cheese, 
and rcnfat dry milk on March 31 were well above a year earlier. 
Ihese holdings of niHirat dry milk were record-high. UtKcmnitted 
Inventories of cheese were the largest on that date in a decade 
i*iile butter Inventories were the largest In 15 years. With 
large purchases expected arel limited donation outlets available, 
such holdings probably will grow considerably throu^ late suimer. 

(Attachments to the scatcmeat are held Id the subcoomitcee file.) 
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U. S. MILK PRODUCTION BY MONTHS 
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pound. 






28.6 




27.4 


115.3 


30.2 




28.5 


110.3 


30.9 




29.0 


123.0 



1975 28.1 

1976 29.2 

1977 29.8 

1978 

Hllk production In Fibrutty wai about th* ••n* » a year aga, following 
2B nontha of ilgntflcinc Incraaaai fioa a yaar •arliar. Thas* gains vara 
prinailly cha raautt of (avorabla nllk-facd prica relatlonahtpi. 

Hllk DutpuC la ixpactad to pick up alightly this aprlng In responsa to 
the higher aupporl prlca. For all of 1978, >llk production probabl; will 
total altghcly higher Chan 1977. 

Hllk cow nunbera vera down about 1 percant froa a year ago In early 197B, 
a slightly (harper dacUnt than laat year but atill relatively alow. 
Higher aloughter cow prlraa llkaly will allaulate culling but ninbers of 
ceplacaaant htirars remain large. 
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MILK PRICES* 
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high uiket prices of late 1975 and mosc of 1976, fans nllk 
1 were held at high levels by the large inciesse In the 

on April 1, 1977. 



Pol lowing thi 

■upport prlci 

In 1978, milk prices will stay well above a year earlier due Co the 
Bealannual adJuBCaent and Che BO percent of parity alnlaun aupporC price 
specified In the 1977 leglBlatlon. 

dose to or below the applicable 



With Che heavy expccced nilk 
the new support price until ■ 
tn coBoerclal use is larger t 



tput, >llk prices probably will be 
least late suimer, even If ' 
n anticipated. 
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DAIRY PRODUCT STOCKS" 
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ler Che price suppoit progru were negligible 
! Che latgeBt since 1971 and Cotaled about 



DSDA purchases picked up Beasonally In early 1978 although they stayed 
helov the very heavy levels of early 1977. For all of 197S, price support 
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Mr. Ahalt. First, with regard to milk production, it increased 2,2 
percent in 1977 from the previous year. This was the largest increase 
in milk production since the mid-1960's. It reflected a 2.9 percent in- 
crease in output per cow which more than offset a modest reduction 
in cow numbers. , 

Toward the end of 1977, gains in milk production began slowing. 
In February, production of milk was pretty much in line with what 
had been produced during February a year ago. However, as we look 
at 1978 as a whole, we think that production will be up modestly al- 
tiiough not as much as last year. 

Cow numbers are declining because cow cull prices are more attrac- 
tive this year than last. However, there are a large number of replace- 
ment heifers that are coming into the herd so that the total number of 
cows for producing milk will be down only modestly. 

Nonetheless, the relationship between the price of milk and price 
of feed suggests more milk will be produced per cow in 1978. Hence, 
we expect to see a modest increase in total milk production- 
Turning to prices, milk prices last year, 1977, were held at high 
levels because of the large increase in support price announced last 
April. This year, 1978, we expect prices to stay well above a year ago 
because of the semiannual adjustment in the parity minimum support 
price required under the 1977 act. 

On April 1, the support price for manufacturing milk was in- 
creased 43 cents a hundredweight, to $9.43. With the continued large 
dupply of milk, prices are expected to hold pretty close to support 
levels at least into summer. 

Turning to the stock situation. Because production has been ex- 
panding more rapidly than consumption, we have had a very large 
buildup in stocks. Commercial stocks of dairy products, which began 
to build up in 1976, expanded further in 1 977. But because of the large 
price support purchases that the Department had to make in oper- 
ating its price support program last year, stocks are rising. This, 
coupled with the limited donation outlets that are now available, has 
caused a very sharp increase in Government stocks of dairy products. 
The Department currently has large holdings of all dairy products, 
and nonfat dry milk holdings are record large. 

_ CCC purchases under the program during 1977 were the largest 
since 1971. They represented abSut 5 percent of total milk market- 
ings. Purchases have been up seasonally in early 1978, but below the 
verv large levels of last year. 

For all of this year we do not believe that purchases will match the 
heavy levels of 1977. However, they will run larger than the 3-year 
period preceding that. 

Those are some very brief comments, Mr. Chairman, I would now 
like to move on to my other colleagues. 

Mr. Robe. Thank you, Mr. Ahalt. 

If we can, we will hold our questions for after your opening 
statements. 

Our next witness is Mr. Herb L. Forest, Director, Dairy Division, 
AMS. We welcome you again, sir. 

Mr. Forest. Thank you. Mr. Chairman. 

I have a relatively brief statement ajid it is a description of Federal 
milk orders. With that description the committee can have some idea 
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of the impact that orders will have on milk production and sales in 
the country, 

Mr, "Robe. Without objection, we will insert your statement in the 
record at this point. 

[The prepared statement submitted by Mr. Forest follows :] 
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SUtanent of Herbert L, Forest 

Director, Dairy DIvUlon, Agricultural Hirketlng Service 

U.S. Department of Agriculture 

Before the SubconnltteE on Dtlry and Poultry 

Comlttee on Agriculture, House of Representitlves 

April 6, 1978 



Hy name ts Herbert L. Forest, Director of the Dairy Division, 
Agricultural Iterketing Service, A major function of the Dairy Division 
Is the promulgation and general administration of Federal milk marketing 
orders under the terms of the Agricultural Marketing Agreement Act 
of 1937, as amended. I, therefore, appreciate this opportunity to 
appear before your Comitttee.today to provide information about the Bilk 
order program. 

Federal milk orders are part of a broad program of marketing 
agreements and orders authorized by the Agricultural Marketing Agreement 
Act of 1937. Under this authority the Secretary of Agriculture Is 
enpowered to help stabtliie market conditions by Issuing Federal orders 
which apply to handlers of milk and Its products. 

In Its slnvlest terms, a milk marketing order Is a legal instrument 
Issued to regulate at a minirnjm level pricing transactions between farmers 
and buyers of Grade A milk in a specified geographic area. The objectives 
of Federal milk orders are: {1) ^o promote orderly marketing conditions 
In fluid milk markets. (Z) To improve the income situation of dairy 
farmers by establishing minimum milk prices. (3) To supervise the terns 
of trade In milk markets In such a manner as to achieve more equality of 
bargaining between producers and milk dealers. (4) To assure consumers 
of adequate supplies of good quality milk at reasonable prices. 

The objectives are to be obtained through means set forth In the Act 
Including: (1) classifying milk according to its use. (2) establishing 
mlnlnwn prices that rallk dealers are required to pay dairy farmers 
according to use. (Prices are to be based on longer term supply-demand 
conditions.) [3] distributing the proceeds of sales equitably among 
producers in the market. (4) providing a thorough and impartial audit 
to insure payments to dairy farmers and to verify reported utiliiallon of 



Digitized by L.tOO'JIC 



«tlk. (5) verifying the Mights and butterfat test of Bilk delivered 
by Individual dairy fanwrs. {6} waking available extensive narket 
infonmtlon to all parties. 

Each order, therefore. Includes i classified pricing and pooling 
plan. Under a classified pricing plan, nlnlmum prices ire established, 
according to the use of milk, which handlers are required to pay for m11k 
purchased from dairy farmers. HIU used In fluid products Is placed In 
Class I, the highest price class. Fluid crem products and milk used to 
produce Ice cream, cottage cheese, nonfat dry milk, cheese, and other 
manufactured products are placed In Class II or other lower price 

Each order sets forth mlnlmui prices for the various use classes 
which are uniform for all handlers. Since the Act only provides for the 
fixing of mlnlmua prices, dairy farmers and their cooperatives are not 
prevented fron obtaining higher prices frca buyers (I.e., they may 
bargain for prices above order ninlmuns). 

Orders provide for a uniform or average producer price, based on 
class values at mlnlBKim order prices. Most milk orders provide for 
•arketwlde pools, where the values of all milk In all classes »re 
coaiilned and averaged far all handlers In the market, and a uniform 
prtct confuted which reflects the total usage by all handlers. In 
orders with markeiMlde pools, all producers are paid the same unlfona 
price per hundredweight. (In the few markets providing for Individual 
handler pooling, a unlfonn price Is conputed separately for each 
handler and a11 producers shipping to the same handler receive the 
same price.) 

The pricing standard under Federal milk orders Is a supply-demand 
standard. The Act states that the Secretary shall set prices at levels, 
which will reflect '. . . the price of feeds, the available supplies of 
feeds, and other economic conditions which affect market supply and 
demand for milk or Its products In the Marketing area . . . (and which 
will) Insure a sufficient quantity of pure and wholesome nllk and be In 
the public Interest." As a practical matter this means, that prices under 
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■tik orders should be at leveU which arc tending to achieve an 
appropriate balance between supply and demand, taking tnto account the 
Maintenance of adequate reserves to accoamodate daily, MMkly, and 
seasonal fluctuations In supplies and sales. Ho authority for supply 
11»1tat1on Is provided for in the Aett price is the only device which Is 
' provided to affect supply and denand, 

Kiniiuni class prices in all Federal order nrkets nve up and doMi 
each month at the same time and to the same extent in order to keep 
prices In line with changes in the supply and demand conditions in the 
dairy industry. 

He accomplish this end by relating a11 niininum order prices to 
changes in what is known as the HInnesota-UlsconjIn price. Let me 
explain the price to you as it Is basic to pricing under nUk orders. 

Most of the milk In Wisconsin and KInnesota Is manufactured Into 
dairy products such at butter, powder, and cheese. 

Huch of It is also manufacturing grade. Its price Is not regulated 
but It directly affected by the price support level moving up and down 
with the Changai in that program. For example, we would expect the 
recently announced increase of M cents in the support level to be 
reflected In the Minnesota -Hi scons In price. 

Because the Minnesota-Wisconsin price is a free-market pay price 
retulting fron competitive bidding awing a large nunber of unregulated 
procetfon of punufacturing grade milk. It Is a measure of changes In the 
lupply-denend situation arrived at In the marketplace, except as It It 
affected by the price support. 

In all order markets, the price paid by milk processors for the 
■rilk they use In manufactured products is the Minnesota -Wisconsin price. 
In this way, they are charged no less or more than their unregulated 
coMpetltort are paying for Milk they use In the same products. 

In all order markets, the alnlmuni Class I price is the Mlnnesota- 
Mifconttn price plus a fixed differential specified in each of the 
orders. These differentials are set at levels which will produce a 
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bland pHc* to producers high enough to encourage adequate £upp11e$ Of 
fluid grade mUk. In Mtabllshing these differtntlals, consideration 
<i given to the addtttonal cost of producing Milk eligible for fluid use 
and the cost of transporting it to aarket centers. It Is necessary to 
achieve appropriate altgnaent of prices between various narkets. Serious 
problens arise If Class I prices In any market exceed, over a period of 
ttae, the price In alternative supply areas plus transportation cost. 
Because of the large reservoir of allk In Wisconsin and Hlnnesota, 
Class I prices In other areas {with the exception of the Hest Coast) 
tend to reflect upper Midwest Class I prices plus transportation. 

The Federal «11k order program has been In effect for nore than 40 
years. It has grown to be an Important part of the Nation's allk 
Marketing structure. There now are 47 narkets under regulation. Last 
year nearly 123,000 producers marketed 78 billion pounds of nlU to 
handlers regulated under these 47 orders. This amounted to 66 percent 
Of all m11k marketed In the country and Bl percent of the fluid grade 
Marketings . 

Since two-thirds of the bIU marketed Is covered by market orders, 
the nllk production and consumption changes brought about by m1lk orders 
have an effect on the overall supply-demand balance and Influence the 
volume of price support removals. In turn, changes 1n price support 
levels affect the productlon-consinptlon balance In Federal order 
■arfcats. K1lk order Class I prices, as I noted earlier, are based upon 
theHlnnesota-HlsconsIn price series which. In turn. Is Influenced by 
the level of pHce support. When market prices are resting at support 
levels, changes In the support level are directly reflected In the 
Hinnesota-Ulsconsin price and In Class I prices, Use of the Mlnnesota- 
Nltcoraln price as the aovar of Class I prices in all Federal order 
Mrkets provides coordination between the allk order and price support 
progriMS and assists In carrying out the objective of supporting the 
price of all Bilk. It assures that minimum. order Class I prices will 
not keep rising at e time that Increasing purchases might require a 
reduction In the support level. On the other hand, a finding that supply 
and demand conditions In the dairy Industry warrants a price Increase can 
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be efftctuated by Increasing the price support levtl. This IncrHse It 
l^edlitaly reflected In the price paid for Mnufacturing grade nllk 
Mhlch, In turn, <s reflected in the K-U »Mk and thut In Federal order 

A sequence of public procedures Is set forth In establlihtng Mtnlnua 
c1»s prices and other terns of an order. A key feature of these 
procedures 1s the public hearing at which producers, handlers and 
coniumers nay and do take part. They present evidence and proposals 
regarding the need for an order, what Its provisions should Include and 
', hoM they would be affected by any proposed milk order. Provisions of an 
order aust be based solely on evidence received at a public hearing, 

Htik orders are Instituted only on request of dairy faracrs and after 
approval in a producer referendum. An order aust be terwfnated at the 
request of more than SO percent of producers supplying more than 50 
percent of the nllk for the market, or by the Secretary If he finds the 
order no longer carries out the purposes of the Act. 

Each nllk order Is adnlnlstered locally by a market aMnlstrator 
appointed by the Secretary of Agriculture. His expenses are paid for by 
an assessiMnt on the local Industry, These idnlntstrators are career 
people. 

Federal nllk orders by law cannot set wholesale or retail prices 
or awxtnum prices which milk dealers must pay for allk. They cannot 
establish sanitary or quality stindirds. They cannot regulate producers 
or guarantee thea a market with any buyer. In a way they do not guarantee 
a fixed level of prices to producers. Hhlle they do fix minimum levels 
that handlers pay for milk, the blend price producers receive each nonth 
varies because ft depends on how much of their total market deliveries Is 
utilized in fluid products and how much Is converted into manufactured 
products. The larger the percentage going Into fluid products, the higher 
the producer price. Federal mt1k orders do not regulate from whan a nllk 
dealer nay buy niU, to whom he shall sell it, how much he should buy or 
sell, or at what prices he may sell. Kilk orders cannot be used as 
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t Mans ef restricting production. What Federal ordars do U provide a 
fraMMfk and ■ set of rules by which fanners can secure Mrc stable 
ratums caaansurate Mith existing Mriwtlng condition!. 

The 40>jPMr continuous Operation of the prograa, the gnnrth of 
the prograa and the broad general acceptance and underlying support 
Hhlch exists for the program attest to Its success In achieving the 
Objectives laid doMi by the Congress, 

TIw prograa helps dairy faTiwrs by assuring the* of a reasonable 
■InlMM price for their allk, and helps prevent Hide fluctuations in 
prices during tlie seasonal periods of heavy and light nlU production. 
This enables the famer to make long-range production plans, and permits 
Un hMvy Investaent in equipment required to produce high-quality miU. 

The orders help milk dealers by assuring them that their competitors 
pay for milk at no less than the prices set by the order. The dealers 
can expKt steady supplies of mlU the year round, and can wrk toward 

building their distribution through coirpetition based on relative plant 
afftclencles rather than by cutting prices to dairy farmers. 

The program benefits consumers through the assurance of adequate 
supplies of milk to meet their needs throughout the year. Prices of milk 
and dairy products to consumers have been reasonable, and Indications are 
thet tn the absence of ml1k orders, prices to consianers might have been 
higher. 

A key strength of the Federal milk order program has been Its 
ability to adapt to the nany changes in the marketing of nilk which have 
taken place over the years. It still is a flexible tool welt suited to 
deal with current and future changes and problems tn liie dairy Industry. 
An e«1nent economist probably best captured the present and future role 
of the milk order program and Its flexibility when he wrote that It Is 
'a truly unique market institution neither quite free nor fully 
controlled, but heavily conditioned by both public and private mechanisms 
and policies.' 



Digitized by L.tOO'JIC 



22 

Mr. Rose. What relationship, if any, do you believe that the opera- 
tion of the milk marketing order system has to the present suiplus of 
butter powder and cheese that now exists within USDA! 

Mr. Forest, The price support increases are immediately reflected 
in all of the prices which we have under milk orders. Every dairy 
farmer operating under the milk order would get the same increase in 
his price as provided for under the price support. So, to the same ex- 
tent that the price relationship between support price as to feed 
prices and the price of beef cows and other cows would be the same 
relationship we have in the Federal milk order. 

To the extent that those prices attract additional milk supplies, we 
would attract additional supplies under Federal milk orders. 

Mr. Rose. Do you think the Federal milk marketing order system 
is woriring S 

Mr. Forest. Yes. 

Mr. EoBE. Do you think it is capable of being improved upon at 
the presrait. time! 

Mr. Forest. I think that any program, Mr. Chairman, can be im- 
proved upon. We are constantly changing the provisions of orders. 
We go to a nmnber of public hearings every year in an attempt to keMi 
the order program in line and up to date relative to changes which 
take place m the industry itself. 

Mr. Rose. You think the system, then, is working? 

Mr. Forest. Yes, sir. 

Mr. Rose. Do you anticipate any problems in the immediate near 
or far future with the marketing order system ! From what you know 
now, do you think it will work for us for many years to come! 

Mr. Forest. Yes; I think it has shown that it can change and can 
help dairy farmers and other people in the marketing system. The 
dramatic changes which have taken place in the industry have been 
reflected in the kind of pricing arrangements that we have in tiie 
market orders. Through our public hearing procedure, we do keep 
up to date with what is going on in the market. The industry has a lot 
of input into the way the Federal order is operating because we insist 
that they make the proposals and testify at the public hearings. 

In that way, the mdustry itself keeps up with changes in the milk 
orders and insists that we go to public hearings when Siey need to be 
changed. 

Mr. Robe. Ttank you. 

Mr. Jeffords, do you have any questions ? 

Mr. Jeffords. Yes ; I would like to ask you this. In my area of the 
country there are substantial problems with overproduction. 

Do you think the milk order is working as welj as it could be; and 
if not, do you have any changes in mind for improvement* 

Mr. Forest, I think the worth of the Federal order is evident right 
now. I think with all this milk around without an order pn^ram 
establishing minimum prices that the farmers might have a hard time 
getting milk dealers to take milk they are producing at reastmable 
prices. 

Mr. Jeffords,, I would agree with that. Also, we have some great 
difficulties up there. Do you foresee or can you think of any changes 
which might assist to make it work better ? 
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Mr. FoBEST. We have had two public hearings in the Northeast 
within the last year, as you know, Mr. Congressman. We have one 
under ccmsideration right now with respect to the relationship for the 
prices in Vermont and the prices nearby, as well as the relationship 
of the prices in New England with the prices in New York City. We are 
reviewing those. 

Again, I point out that the industry participated in the public hear- 
ings, and we have a pretty good record of the transitions up there. I 
fully anticipate we are going to come out with a program that is going 
to take care of the situation. Maybe it will not be satisfactory to every- 
body who testified because they were not all in agreement among 
themselves. 
Mr. SoBE. Milk marketing orders are being consolidated, aren't they t 
Mr. Forest. Yes, sir. We have gone from 83 orders down to 47 orders. 
We have other proposals in that we are working on with respect to 
further consolidation. 

Mr. Kobe. Is this a trend that could lead down to a single order for 
the whole country 1 

Mr. Forest. I do not know just how far it will go. But it is a trend 
which is taking place in the industry. This consolidation of the orders 
is a reflecticm of what is taking place in the industry. 

Mr. Hose. What are the things that cause this consolidation ? 
Mr. FoHEBT. We have relatively large milk plants. Those plants, in 
order to pet a milk supply, are going longer and longer distances to 
bring mifi into those plants so that the supply areas, which used to be 
kind of local, are now broad and overlap each other for different cities. 
From these large plants, milk distributors are distributing their milk 
longer and longer distances. They no longer sell milk just within 20 
to 25 miles of the plant. They operate over wide areas, 100 to 200 miles. 
Mr. Rose. Consolidation of the milk marketing orders is kind of an 
administrative consolidation where you are actually covering lai^r 
and larger geographic areas. 

Mr. Forest. In some instances we are covering more areas, but in 
many instances we are just covering the areas which we had before. 
We are consolidating the orders and operating them more unifonnly 
throughout the whole region so that the farmers get a more uniform 
price rather than having different prices in the same area. 
Mr. Rose. Mr. Baldus? 

Mr. BAUJua Since the Minnesota-Wisconsin base price sets the price 
for every market order, would you characterize the prices set as being 
based on Minnesota-Wisconsin plus transportation to the various 
market orders i 
Mr. Forest. Yes, sir. 

Mr. Baidub. That would be a fair explanation of the market order 
price in the different regions t 

Mr. Forest. Yes ; we have a coordinated pricing system for all milk 
orders which are not only coordinated between the areas but also 
coordinated with changes in the price support. So, when the price 
support changes, all the prices and Federal milk orders change the 
same amount, dollars and cents, because that price support is reflected 
in the Biinnesota- Wisconsin series. That is the way it gets reflected 
in prices received by f armera 
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That satne increase is passed in dollars and cents to all Federal milk 
orders. The Department itself has a coordinated pricing program for 
dainr through the price support and the milk order program. 

Sir, Baidds. That would be with the exception of the west coast! 

Mr. Forest. No; on the west coast we also reflect the changes in the 
price support the same as we do in all other areas. 

We do not regulate California, as you know. That is done by the 
State. 

Mr. BosE. Thank you, Mr, Forest. I think we are going to have some 
more questions, but in the interest of moving along, let's come back 
to the questions. 

We will go to Mr. Keist«r Adams, Assistant Deputy Administrator 
for Commodity Operations, accompanied by Mr. Manchester and Mr. 
Cohen. 

Mr. Adams. Thank you, Mr. Chairman. I am here as a substitute 
for our Administrator, Ray Fitzgerald, who regrets very much that 
it was not possible for him to be here at this hearing today, 

I do have a two- or three-page very simple statement. In considera- 
tion of time, I will tir to just very briefly mention the two or three 
points that I have tried to cover. 

Mr, Rose. Without objection, your written statement will appear in 
tiie record at this point. 

[The prepared statement submitted by Mr. Adams follows :] 
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for Ca—aJtty Dparatlana, is thi Agtlcultucal Stabillutloo and Coourvatlan 
Serrlca. (ASCS). I an ban on babalf of the AdnlnlstTaCoc of ASCS, Nr. Kay 
FltEgaraldt vtao la unable to ba preaant. Oar Agaocy la raaponalbla for tha 
adalnla tret Ion of the daliy price aopport pcoim. I bb aure, tb. Challaan, 
that you and the othar luabara at thla Ccanlttaa appractat* tbe li^orcanee 
of thla progriB to the econoKlc vell-balot of dali7 faiBaca. 

Tbia waa cecognliad, by your rniwtttea and by tba Congraaa iibaa It aoactsd 
the Pood and Agrlcultuial Act of 1977. That Act provldad tbat tha aapport 
laval ahould ba eatabllabad at not laas than BO percent o( parity, through 
Itarch 31, 1979, and alao tequliad tbat the aupport ptlce, ODca eatabllabed 
at tba beginning of tha Barkatlng year, ahould ba adjusted evacy all aantlu 
to reflect changes la tba parity Index. As ■ conaequenca, tha ■urooct price 
of $9.00 aet by Secretary Kargland last October ma just adjusted to ■ nsu 
laval ot $9.43, effacttve ^rll 1, through Septeaber 30, 1978... 

thla Beana that the aveiaga price paid for aanufacCurlog grade nllk vlll 
be approxlmacely 43 cents higher than It baa been In tba peet 6 Bonths. 
But It HeaDB also that tha Ccade A producer Hbo aells nllk. under tfe. Forest's 
Federal nllk orders ulll alao receive aore for hla alllc. In fact, there la 
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ordar prlcu. This la b«cauH tba "basic foraula prlea" tuidar Fadaral 
ordara, tha HlmMata-Ulicoiialn n C1«M III plica. If Tou will, la In 
raallcj notlitng sera than tba auppoct ptlca. Tbua, uhan tha auppoci prlca 

In Claaa III la taflacCad dlcacClJ in tba CUM I price. 

t aantad to asplaln this bacauaa too otten the aupport prograB li conaUarad 
to batiatlt onlj Cbo** Grada B prodocai* ahe aatl allk outalda tha Fadacal 
order progriH. 

Tba ralatlvalj high prlca sfalch dairy fansra bars received has placed tba* 
la a fairly Bound ecsnoBlc poaltlnn. The prlcca thay racalva for thalr alUi 
aa rel*tlv«lT hlgh^ooaldarlng thapclcaa they pay tor acaw ot tba thlBga thay 
■net boy, particularly feed. This Is kntwn aa tha "allk-fesd prlca 
ratio". That ratio la boh 1.6S; that Is, at today's prices, eaa pound of >llk 
vlll buy l.fiS pouoda of feed. Thla ratio la vary favorable to tha production 
of Kllh. And, faraera have raapooded aa ooa nlgbt ccpact. They are faedlns sore 
and producing aora. In 1973, silk preducElort totaled 115.3 billion pounda. 
Thla year. It la estimated at 123.8 billion pounds. Dnforlunately, afllc am- 
consnaptloa has aot lacraaaad to thla axiant, and purcbasaa and imantorisa nndar 
the price support progcsB bav* lneraasad substantially. On March 31, stocks of 
nonfat dry alllt totaled 613 nillion pounda; buttar, 216 Billloa pounda; and 
cheese, 31 nJlXlon pounda. With tha higher puiehates and inventories, the cost 
of tha progran haa Increased subaCanclaXly, to spproxlBately 3700 nillion this 
year and last, eoaparad to an avsrsge ot $300 Billion durlog tha tbcas prsvlons 
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Mr. Chalnui, Sacratary Bargland and wiat e( ua tn tha Departaaat, along idtb 
datcjr laadaca, aca concamad about this altuation, and I mm tt/x* tbat jrea 
and thta Coa^ttaa ahata that coacain. It waa parclr aa • raault of tbi* 
coocan that tha Sacratary appointed a taak Force to conaldar action* Milcli 
■iBhc ba taken to allavlata tha altuation. I ballava that Dr. Manchaatar, 
' lAo haaded that Taak Felce, ulIl report later on the raaulta of Its 
dallbetatlona. 

nhlle ve ate concerned about tha currant ai^ply^-daaaod altuation^ It la 
probablr not aa bad aa aoaie Blgbt laad you to baliava. For azaaplea tha large 
IncTeaeee In production which vera reported In 1977 have not continued In 
the early aontht d( thla year. In fact, production during tha laat I or 3 
■ontha haa lereled'eff, end Chare baa been no aubatantlal increase over a 
year ago. HBtaavar, purchaaea under the support prograa have not been aa 
large aa earlier projected, and there even la boih rationale In tha hi^ier 
eoeCa being Incurred under the prsgraa. For axailfil*! about tm jeara ago, 
progran coata totaled approilwitelr $400 iilllton. But tbat nan Hhan ve 
Here buying butter for G7 cents pat pound, chaasa tor U eanta par pound, 
and nonfat dry ellk, about 20 cents par pound. So, In terms' of pounds of 
products, purchases today are conHidaralily less than they were then hecauaa 
ws nw pay about $1.09 a pound for butter, $1.01 for cheese, end 71 cents a. 
pound for po«der. 

In conelualoai Mr. aiainan, I think the probless of the deiry price support . 
program could b* largely aolvad If m could find increased outlets for the 
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|>radueca i» acquln. Ha ars no longBr abla to dlatdbDU CCMvdttlCB 
le DaadT taHlll*a, u in prloc ;*aia, and oui (oialBB donation prosraB hai 
■han>lr eutull^ Iha uaa of nonfat iij milk. Ttm Tltla 11, F. L. 480 
pcottan nOH uaaa !••■ tlun 100 ■lllloa pound* of nonfat drr Bilk per tut, 
and practically tba only outlat for buttac and dueaa la tbe acbool Inaclk 

ftm vtM outlata for our dairy producca. Hhaa wa do, tha sajor pnblaa 

Ihaak you agala Dr. Chalnan and BediaEa of your CoiBiltca* for allcwla^ 
*• to appaac and addraaa thla lapertaac aubjact. 
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Mr. Robe. Thank you, Mr. Adams. 

Do your associates have prepared statements, and are t^ey available 
for questions? 

Mr. Adams. Yes, Mr. Chairman, partly as a. consequence of the con- 
cern we had over the situation, the Secretary appointed a task force 
some months ago to review the whole dairy situation, to look at alter- 
natives, and to report back to him which this task force has recently 
done. 

Dr. Alden Manchester headed that task force. I would like to ask 
him, if I may at this time, to report to you the findings and the de- 
liberations orhis task force. 

Mr. Rose. Thank you, Mr. Manchester. We are very interested in 
hearing from you. 

Mr. Manchester. I would be glad to answer questions. Dr. Schuh, 
the Deputy Assistuit Secretary, Tias the statement on it. 

Mr. SosE. All right, go ahead, Mr. Smith, and tell us about these 
recommendations. 

Mr. ScHDH. Thank yow, Mr. Chairman. 

The statement that I have is based in large part on the study. 

Mr. Robe. Without objection, your written statement will be inserted 
in the record at this point. 

[The prepared statemwit si&mitt«d by Mr. Schuh follows :] 
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Stat«M«it of S. EdMrd Schirii 

Deputy Assistant Secretary of Agrlculturt 

Bifore the SubcoMlttee en Dairy and Poultry 

CoMrfttM on Agrlcultur*, House of Representatlvct 

(^Hl 6. 1978 

'Dm DepartMnt has Juit coaqileted a study of alternatives In 
dairy price policy. He decided to take another look at the options 
because of the grovtng CCC purchases of dairy products and the 
difficulties In disposing of those products. 

I would like to do three things In rny conrents today: 
(1) discuss the prospects for the dairy Industry in the next few 
years under the current program, [S] Mke a fmi brief conents on 
the Jeffords Bill (H. R. 10768], and (3) briefly discuss som of the 
policy aTtanatlves before us. 

PROSPECTS 
Hith a continuation of current dairy prograns and supports at 
80 percent of parity, production is expected to hold fairly steady for 
the next few years and then Increase once more. 

Caemercial use Mould Increase about in line with population, 
CCC removals Mould decline frooi the anticipated 5.9 billion pounds 
In 1977-7S to about 3 billion pounds per year in the early eighties. 
Production Mould then rise more rapidly than consunptlon and CCC price 
support removals would Increase, CCC stocks would grow very large 
without Mjor new outlets, either foreign or donestlc. 

Uith supports at 75 percent of parity after 1979, aiU 
production is expected to decline modestly, reaching a low point of ' 
the cycle about 1981-82, and then begin to Increase once more, CCC 
removals would decline to about 1 billion pounds per year In the 
early eighties, and then are expected to Increase gradually to 
perhaps 3 billion pounds In the aid-eighties. 

If during that period there were two years of crop disaster 
here or abroad back-to-back, it is likely that feed prices would 
Increase sharply and, not being fully reflected in the parity 
Index and thus in milk support prices , milk pr oduction would 
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dccllM. A Single bad crop *t any oai tin during thit ptrtod 
would have Mucti Huller consaquences on faad prices and nllk 
production. 

CULL COU OEHOVAL 
I have been asked to connent on N. R. 10768, under which pajments 
of 15 cents per pound would be aade on c»s sold for slaughter over 
the MtlHted normal rate of sales for slaughter. The Mil would 
require pajnents on coms culled over the rate of 24 percent par 
year, or 12 percent for the six-auntli life of the program authorized 
by the bill. It Is estimated that CCC would nake pajments on 
330 thousand cows. He also expect that 300 thousand of those cows 
would be replaced inaedlately. 

The annual culling rate for dairy cows is estlnted to be 
•bout 26 percent. Cow nunbers are estinted at 10,7 million for 
the 1978-79 marketing year and about 1,3 million cows woutd be 
culled in six Bonths of that year at the ZG gercent annual rate. 
However, there are about 3,9 millicn heifers available for replacenent, 
or about 35 heifers per 100 cows. This large nunber of replacenent 
heifers would prevent nay sharp drop in cow numbers. 

Dairy faraers who Intend to stay In dairying would replace 
the cattle they sell for slaughter because their operations are 
geared to handle a certain number of cows. The major impact of 
this prograa would be on those dairy farmers who Intend to quit 
dairying during the 6 Mnths period of the program and on those 
dairy farvers who are considering going out of business and 
would be induced to do so by the program. In each case, the nunber 
of cows going for slaughter Instead of for replacements would be 
higher than they would without the progran. 

Hllk production per cow would drop under the cull com program 
because the replacenent heifers would be in their first lactation 
which is lower than average. The subsequent lactations of these 
replacements would be higher, bringing the milk production up to 
nortul levels. Thus, after the first year, both milk production 
and cow nunters would return to their nonuT levels. 
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utility COM prices *n UiartbU now coniMrad to only i 
few nonths ago, i,«., $34.75 on Harch 29 conpsred to tZ3.75 ptr 

hundredweight in Bld-Hovanber. During the same period, choice 
iteers Increased fran $41.38 to $52.00 per hwidredHeight. H1U 
production has leveled off in recent nonths and cull cow prices By 
now be strong enough to Induce increased culling without the subsidy 
proposed in H. R. 10768. 

Moreover, If enacted, the proposed legislation would for the first 
tine have the Federal govemnent intlntely involved In the day-to- 
day operations of dairy faners. 

ALTERNATIVE PRICE SUPPORT PROSRiWS 
The basic policy choice Is between (1) providing — as the 
present programs were designed to do — a measure of price stability 
to dairy producers and consuners by setting floors at ninlptal levels 
and <Z] supporting allk prices substantially above Hrk«t-cl earing 
levels in order to provide M^er incones to dairy fanners. If the 
choice Is to provide stability, the present prograns can be effective. 
If the choice is income-enhancenient, other programs will have to be 
used to restrain production or encourage consuinptlan or both. 

If stability is the abjective, a purchase program such as the 
present one cvi work. Government costs would be modest except at 
the point in the cycle whero production ms relatively large and 
prices would dip to the support level. The purchase program avoids 
the necessity for detailed regulation of individual dairy farms 
that Is needed for either supply control or a cull cow incentive 
progrw. Problems with disposition of products would arise at the 
low point in the cycle, but could be handled because Government 
stocks Hould not accumulate year after year. , 

Hodiflcatlons of the Present Prooran 

The price standard for the price support progran has been stated 

In terms of parity since the Act was passed in 1949. Beginning with 

the 1973 Act, there has been a Shift for many other comoditles frta 

parity to cost of production. H*^V It now one of the few connodlties 
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uting the p«rity standard. Parltyr does not fully reflect Ssia f«™ 
taput prices, since It Includes all of the Itens purchased by all 
kinds of faraers (IneludlnB baby chicks nd feeder cattle). Feed 
U M percent of parity <1ndex of prices paid) but 50 percwit of 
dairy fara costs. 

Alternative standards Include: 

— Cost of production. Dirflcult to ■easuro and available 
only with a lag. The effects of variations Inwoather, 
grain yields, feeding rates, technological change, and 
prices of Inputs are all Included. 

— Prices paid for dairy far» Inputs. Staple and quick to 
ctnpute. Reflects dairy fani Input prices. 

— Mequate supply. Price supports set at whatever level 
needed to bring fortli enough Milk to meet consmer 
daaand wtthout large CCC purchases. 

If Federal dairy policy Is to provide stability rather than 
significant Incone enhanceoent for dairy fanners, regardless of the 
standard used, flexibility Must be provided to the Secretary to 
deteralne the level of price support in the light of supply and 
doaand conditions. An Incona enhanceoent objective with supply 
control Mould reduce the need for flexibility. Pervanant legislation 
provides a ranga froM 75 to 90 percent of parity. If parity Is 
reUlnad as the price standard and sUblllty Is the objective. 
Increased productivity nay sake it necessary In time to reduce the 
■Inlmw percentage of parity. 

One possibility Is to relate the discretionary price support 
range available to the Secretary to CCC purchases. This would provl 
a narroHer raiige In which the Secretary would have discretion 
but would relate that range to supply and denand conditions. For 
exaiqile. If CCC purchases were more than 3 percent of supply, the 
discretionary range night be 70-80 percent of parity. If CCC 
purchases were be1oM 3 percent, the range could be 75-8S percent 
of parity. 
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■ Direct PMWMit Progr— 

A dtr«ct payment progru Is in ■ppliutlon ef target pricing, 
Pajmentt would be mads to producers Mtien nirket prices fell be10M 
a Stated ttrget or s support level. This kind of program separates 
IncoM support fron the price system. 

Several alternatives are analyied In the raport, cdaperlng 
the results with those under current programs. To suMar1», with 
a payment program, compared to a purchase prograw -- 

— Constner prices are lower. 

— Ho Govemnent stocks to dispose of. 

-- Costs are shifted partly frco lw-1nctmo to hlgher-lncomt 
consumers, because prices are lower and taxes are higher. 
The progressive Income tax structure docs the rest, 

~ Ho effect «i efficiency or on the ease of naklptg resource 
adjustnents, as long as supports are at aodest levels. 

— With high supports, supply control also needed to control 
Sovemnent costs, 

— Govenumt costs are larger and more visible. 

Supply Control Prog raw 

If the basic objective Is substantial Inccme enhancement, 
sane form of supply control Is necessary to limit Govemaent costs. 
Host forms of supply control use sales quotas, allocated to each 
producer as a percentage of historical production, with a penalty 
against milk sold above quota. 

Quotas would Imoedlately be wrth money -- windfall gains to 
the farmers holding the original quotas. The higher milk prices 
would be capltallied into the quotas. Production costs would be 
Increased for new producers and existing fanners who bought additional 
quotas. Both the value of the quota and Its effectiveness in 
controlling supply would be affected by how easy It was for new or 
existing dairy farmers to acquire quotas. 

Two different supply control programs are analyzed In the 

report — one conlilned with a purchase program and the other relying 
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•ntlrely on lupply control to achieve Us objective 
og^xrcd to « purchase prograi, tupply control ~ 



— RilMS consuwr prices If used to nise producer IncoMf. 

— Reduces Govemnent costs. 

— Roqufres detailed regulation of Individual producers. 

— Restricts ability to adjust resources. 

— Results In capltallMtloti of quotas. 

— Has not been favored by producers In the past because 
of the loss of frMdoi. 



A COM cull Incentive progran has considerable problens and 
offers only tenporary help. Horeover, the recent rise In com 
prices Is likely to encourage culling of additional cows and 
therefore aake a subsidy unnecessary. Therefore, the Department 
oppose* the enactnent of H. R. 107GB. 

The policy choice for the longer run depends on the objective: 
subllity or Incone enhanceaent. If stability Is the choice, 
the present prograai can work Hith oodest changes. If significant Incoa 
enhanceaent for dairy faraers Is the objective, other progrgns 
■list be considered with sme for* of supply control to prevent the 
escalation of govcmMnt costs. 



Digitized by L.tOO'JIC 



3d 

Mr. Rose. Mr. Schuh, either you or Mr. Manchester can answer this. 

If stability is the objective, the present system, you indicate, can 
continue with modest modilications. What would those modifications 
be, gentlemen ? 

Mr. Schuh. One of the things that is probably needed in the present 
legislation is more flexibility because we do find ourselves, as now, 
locked in where we are accumulating a lot of CCC stock. 

Mr, EosE. When you say "flexibility," you mean more flexibility 
in the range of setting parity ? 

Mr. Schuh. Yes. 

Mr. Rose. Price support level, right? 

Mr, Schuh, Yes. 

Mr. Rose. What else; is that the only thing? What range would 
you like to have? You have 80 to 90 now for 2 years and then you go 
back to 75 to 90, 

Mr. Schuh, It is legislated now at 80 and we have no discretion 
over adjusting that. 

Mr. Rose. You could go over 80. 

Mr. Schuh We could go over 80 but that does not deal with the 
problem of our CX^C stocks accumulating like they are. 

Mr, Rose, What kind of flexibility would you like? 

Mr. Schuh, We would like to have more downward flexibility. 

Mr. Rose, "How much?" is my question, 

Mr. Schuh, I cannot answer that off the top of my head. 

Mr. Manchester. Flexibility to 75 percent of parity would deal 
with the kind of surplus stock problem that we have now. It might be 
that 10 or more years from now, given more increases in productivity 
and so forth in the dairy industry, that 75 percent might be too liigh. 
But that is far enough down the road. 

Mr. Rose. Mr. Manchester, has your report been made public yet? 

Mr, Manchester. It was just released. 

Mr. Rose, Do you anticipate any recommendations to this committee 
of legislation coming out of this ; was that the intention of this report ? 

Mr. Manchester. This task force and this report just looked at the 
options. We don't make any recommendations. It has to go to the policy 
level of the Department. Whether they will make recommendations or 
not, I don't know. 

Mr. Rose. If stability is what you want in the dairy industry, do 
you think we can work within the present framework we have now, 
if USDA is given more flexibility to set the level of price support as 
a percentage of parity ? 

However, if increased income to dairy producers is an objective, your 
report goes into various ways of regulating the supply and achieving 
that result. 

Mr. Manchester. That is right. 

Mr. Rose. Gentleman, I thank you for that, I will yield to Mr. 
Baldus. 

Mr. Baldus. I think the question lias l>ecn answered 

Mr, Rose, Mr, Jeffords ? 

Mr. jEFFORns. I would like to, believe it or not, refer to H,R. 10768. 
r would like to ask a general question of Mr. Schuh. Would you agree 
with me when I say that the price of beef does affect the decision to cull 
a dairy cow ? 
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Mr^ScHDH. Yes. 

Mr. Jeffordb. If the price is high the farmer is more likely to cull 
tlian if it is low ; is that correct * 

Mr. ScHDH. That is coiTect. 

Mr, Jeffords. If under this bill the farmer were to know that for a 
limited period of time there would be an additional payment of 15 
cents a pound and that it would be cut off at a certain point—and 
presuming the economics would be such that it would be of assistance 
to him to cull — he would be more likely to cull during that period 
than later on ; is that correct ? 

Mr. ScHTjH. He would cull and then replace it with heifers that he 
has backing it up ; yes. 

Mr. Jeffords. Presuming that because he didnt know when the 
Government was going to put this program into effect- therefore, he 
didn't have enough lead time to have his heifers to go in at that partic- 
ular time. Certainly if the program were put in in such a way that at 
a period it would be higher, then if his heifer is not ready it is certainly 
going to decrease production if he culls earlier; is that correct? 

Mr, ScHUH. We expect that there would be some short-term reduc- 
tion in production. We do not expect it to be very substantial. 

Mr. Jepfordb, The economists that assisted us on this bill Indicated 
that as far as dollars savings go, for every dollar spent you would 
save $3 in the purchase of milk, presuming you are purchasing at the 
support price. Have you done any studies or do you have any knowl- 
edge as to whether or not that would be a generally correct assumption ! 
I am told these are conservative figures. 

Mr. ScHTJH. As I understand it there was a study made that shows 
that there are savings in CCC purchases of $70 million and the pay- 
ments on the eligible cows would total $59 million. We're talking about 
a net saving of about $11 million, which is a nominal saving and 
probabW within the range of error of those estimates. 

Mr. Jeffords. The studies that we had done for us indicate that it 
is substantially higher than that. 

Let me ask you this. If our figures were shown to you to be correct 
that it would save in terms of closer to $200 million, would that not be 
of benefit to the 

Mr. ScHUH. It would certainly be more cost effective than what our 
data would show. We would want to look at that though. 

Mr. Jeffords. I would appreciate it because I don't want to ask this 
conmiittee or any committee to make judgment on figures which there 
is not at least some agreement on. 

If this bill were to be changed, for instance, so that instead of it being 
a mandatory program, it were to be another arrow in the Secretary^ 
quiver such that he could at some time say, "OK, let's see if we can 
get some early culling." And assuming our figures are correct, it could 
save $200 million; would you believe that the Department would still 
obiecttothebill? 

Mr. ScHUH. I am not sure that I can speak for that. I will speak 
personally on it. To the degree that any policy maker likes to nave 
additional degrees of freedom, in that sense, yes. Whether the Secre- 
tary would want that particular alternative, I cannot say, 

Mr. Jeffords, Certainly, if our figures are correct, it would seem 
to me that there should not really be any objection to having that 
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option to put a program into effect if it is going to save the taxpayers 
$200 million and reduce the ajnount of stores we have. 

Mr. Rose. Will the gentlemen yield? 

Mr. Jeffords, I will be happy to yield. 

Mr. Robe. One out-of-order matter that I would like to do. I would 
like to recognze our distinguished colleague, the Honorable Ed Jones, 
of Tennessee, former chairman of this subcommittee, now chairman 
of the CVwiservation and Credit Subcommittee. He has some intro- 
ductions he would like to make. 

Mr. Jones of Temiessee. Thank you, Mr, Chairman and members of 
the Dairy and Poultry Subcommittee. 

I am delighted to be allowed to do this this morning. I am delighted 
to sit with the Dairy and Poultry Subcommittee again. I feel for you 
and many times wish that I had an opportunity to fe with you to share 
some of the problems that you have. 

In the audience to testify this morning is a very dear friend of 
mine and a dairyman from my State. He is not a constituent of mine 
but he certainly would be if he lived in my congressional district. 
We have been friends for many years and I want to say something 
good about Palma Robinson the president of Dairymen, Inc. 

He has been a member of the Tennessee State legislature for 10 
years. He is a member of the agriculture committee and has been 
very prominent in doing some very worthwhile legislation in behalf 
of agriculture. 

I have known Palma Robinson since I was commissioner of agri- 
culture in Tennessee. That dates back longer than either one of us 
likes to talk about because we were both youngsters then. 

He is a good dairy farmer; it is a father-swx operation. You will 
hear from him a little later. 

Mr. Chairman, I would like to have Mr. Robinson stand up and be 
recognized at this time. 

Mr. Rose. Thank you, Mr. Jones. 

Mr. Robinson, we welcome you. 

Mr, Jones. Mr. Rose, you are doing a fine job. You have a splendid 
c(»ninittee here, 

Mr. Rose. Thank vou for coming, sir. 

Mr. Baldus, we will go back to you, I believe you had some questions. 

Mr. Baldus. Yes; I do. 

Mr. Adams, yon referred to the CCC purchase. Of course, a part of 
that is the outlet for those purchases. 

Last week there was a sale announced to an agency of the Mexican 
Government. There is also in that equation, of course, that amount in 
commodities that are distributed to needy people within this eoimtry 
that is diminished somewhat. Also in the equation, I think, is the 
pressure of the European Common Market oversupply and the price 
situation of the Australia and New Zealand supply pattern. Could 
you speak generally to that situation and what you see as the pressures 
within the next few years ? 

Mr. Adahs. As you appreciate and as you have mentioned, we have 
lost some of our earlier outlets for dairy products — particularly domes- 
tic outlets and more particularly the donation program to needy 
^unilies which we had before the advent of the food stamp program. 
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This was an important outlet for our commoddties which W6 no longer 
have. This is especially important with respect to butter and cheese. 

For those two commodities the only outlets we have left today to 
speak of is primarilv the school limch program. This uses perhaps 
100 million pounds of each per year. 

I do not know what the prospect is for increasing domestic outlets. 
The prospect is probably not very much beyond what we have today. 

In the case of nonfat tlry milk which has caused the greatest concern, 
I suspect, within the industry in the last year or two, our primary 
outlet has always been the foreign donation program. We have never 
disposed of too much nonfat except to the needy family pn^ram 
domestically. 

In that regard, as you are well aware I suspect, it has been against 
the policy of the United States to subsidize export sales. So we are 
left pretty much with a foreign donation program as a primary out- 
let particularly for nonfat dry milk. 

Unfortunately, a few years ago, I believe in 1973 or 1974, as you 
recall we were not in the enviable or unenviable positiou we are in 
today because the situation was just reversed, we hardly had aiough 
dairy products as we have never forgotten. We found it even necessary 
to import some at that particular time to meet our domestic require- 
ment. 

Mr. BAiaus. Necessary or not, we did. 

Mr. Adams. Of course, it was necessary. 

At that time we were forced to discontinue donations to foreign out- 
lets. The traditional programs which we had been supplying then 
shifted to other commodities : Blended foods, so called ; mixtures of 
grains, soy, and soy flour and that sort of thing. We sort of got off the 
milk kick, I guess you could say, and it has been awfully hard to get 
them to go back to it. 

This is evidenced by the fact that a few years ago we were donating 
something in the neighborhood of 600 or 700 million pounds of nonfat 
dry milk a year to title II programs. Now we are having a tremen- 
dously difficult time getting them to take as much as 200 million pounds. 

Again, addressing your question as to what the outlook is, I hope it 
will be better than 200 million pounds. We have been working with 
the voluntary agencies — with CARE, with the Church World Serv- 
ices, with Catholic Kelief , with all of these voluntary agencies who dis- 
tribute these commodities abroad. We have made every effort we know 
how to get them to take more milk particularly. 

We Iwve agreed just recently, in fact we have begun, to package the 
milk in smaller containers to make it more attractive. We are going 
through a relatively expensive process of fortifying with vitamins the 
milk that we donate abroad, again, to get them to take more. 

These measures are all relatively slow. But in meeting with the 
people concerned just this week, I think they gave some indication that 
m the future they probably will take more milk. 

Another thing we have done is this. They were critical of us be- 
catise they said we did not give them a reliable source of supply. They 
didn't know when they would be cut off again. So Assistant Secretary 
Hathaway has Just recently given them, if not a guarantee, cei-tainly a 
written assurance that we will provide them with milk for 5 years. So 
they have that assurance now and we are doing these other things. 
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Mr. Rose. The accusation sort of goes like this and it is not coming 
from nie. I am telling you tliese are concerns but not from any dairy 
group or organization or co-op. This is just ofl the wall stuff that I 
Iiavo heard. 

People have said to me : 

Maybe USDA has kind of wittinglj or iinwlttinglj- fallen Into the trap of not 
working very hard to Ret rid of these surirtusea that it haa. Therefore, they have 
played into the hands of those that would keep the prices suppressed and closely 
regnilated by this excessive supply of butter, iKiwder, and cheese. 

Mr. Manchester, do you have any comment on that? 

Mr. Manchester. I don't tliink tliere is much basis for that kind 
of statement. 

The idea comes from the grain situation where it lias been said for 
many years that large stocks depress prices. Large supplies of any- 
thing obviously do not push prices up ; there is a tendency to push 
them down. When we have a large supply such as the surpluses we 
liave now, prices sit on tlie support level. 

Clearly, the producers are benefiting because the price is not being 
pushed below the support level. Without a price support pn^ram, 
the same production that we have this year would mean prices a lot 
lower than they arc now. 

There are opportunities for people to make money and make a 
normal profit if they can figure out a way to use some of these dairy 
products that the Government has within the limits of the program. 
But I dont see any profiteering going on. 

Mr. Rose. I am fishing here and I didn't think I would catch 
anything- 

Mr. ASams. There is one other point I might make. 

When we purchase these products at the set prices, then they are not 
available for sale back to the trade for less than 10 percent above what 
we paid for them. In other words, as long as we are in a surplus situa- 
tion with tliese big inventories, even those large inventories are not 
depressing to the extent of plus 10 percent above support. The market 
has to rise that far and that high before these same people that you are 
referring to can buy these prcSucts back from the Commodity Credit 
Corporation. 

Mr. RosB. I don't have a concern here in this area. I have thrown 
out a tlieory. 

Let me get Mr. Krebs and then Mr. Hagedom. 

Mr. Krebs. Thank you, Mr, Chairman. 

There has been repeated reference in the testimony this morning 
about the first impact that the institution of the food stamp program 
lias had on the milk prngram and the surplus. 

My first question is this. How significant an impact has this been in 
terms of adding to the ovei-supply ? 

Mr. Adams. Congressman Krebs, the major outlet domestically that 
we have today is the school lunch program which takes a little less than 
100 million pounds of butter and cheese a year and very little nonfat 
dry milk, maybe 25 or 30 million pounds. 

By comparison — if I may just go back a few years and I'll just pick 
a year at random, I don't know if it is representative or not — in the 
case of the cheese the needy family program in 196i and 1965 took 
s(»nething like 90 million pounds of cheese; today it takes none. 
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That same year it took roughly 123 million pounds of nonfat drr 
milk. It didn't take very much butter. It took mostly nonfat dry milt 
and cheeae. 

That is gone. 

Mr. Kk^s. Would it be correct then, and while I realize that these 
are relative terms, to describe this as a significant percentage? 

Mr. Adams. I think so, yes, sir. 

I think this is especially true looking down the road a little on but- 
ter. You know, everybody is very concerned about nonfat dry milk. I 
fear we may have as serious a problem and maybe even more serious 
problem with respect to butter than we have today on nonfat. Already 
we have over 200 million pounds of butter which is enough for the 
school lunch program for over 2 years if we didn't buy another pound. 

Mr. Krebs. Is this because of the concern about cholesterol and the 
buying habits of the American people have changed in tliis? 

Mr. Adams. Yes, sir, I think that is a very big part of it. 

Mr. Krebs. This brings me to my next question. As I am sure you are 
aware, in connection with the reform of the welfare program there are 
those who feel that the food stamp program ^ould be eliminated and 
others feel it should be continued. 

Does the Department have any estimates as to the impact, if any, 
that the elimination of the food stamp program would have cm the 
consumption or purchase of oheese and nonfat and butter? 

Mr. Adams. Congressman Krebs, I am not aware of anything we 
have done. Certainly it is something that we could look at and I think 
we can supply those figures very easily for the record, Mr. Chairman, 
if you would like to have them. 

Mr. Rose. Thank you, sir. I wish you would. 

[The information supplied foDows :] 

Ellimlnating the Food Stamp Program and replacing it with the proposed Pro- 
gram for Better Jobs and Income (BJI) would have little effect on total food 
expenditures, mostly because total asristance to low Income bonseholds Is In- 
creased b; about $2.8 bllUon with BJI. 

Recent data from the Bureau of Labor Statistics Consumer Bipendltures Sur- 
vey shows that Food Stamp Program reclptenta spent about i% percent of their 
food budgets for manufactured dairy products. Nonfood stamp hons^olds allo- 
cated about 5.7 percent of their food expenditures on the manufactured products. 

The overall effect on total expenditures for manufactured dairy products 
(mostly batter, powder and cheese) would be largely unaffected by elimination 
of the Food Stamp Program, as long as It is replaoed by a cash transfer system 
audi as proposed by BJI. Some small declines might be expected for cheeee. 

U.S. Dbpabtubnt of Aqsicultube, 
AaaicuLTUBAL Stabilization and Cohsebvation Sbbvice, 

Wa»Mngton, B.C., ApHl 11, 1978. 
Hon. Chaklie Rose, 

Chairman, Sultaommiltee on Dairy and Poultry, Committee cm Agriculture, 
Houte of Representativet, WaiJiington, D.C. 
Deab Mb. Rose : At the .^rll 6 hearing of your Dairy and Poultry Subcom- 
mittee. I promised to provide information on the effect of the advent of the 
Food Stamp Program on the domestic donation of dairy products. Shown below 
are quantities dtatributed to needy families, during flseal years 19C9 througli 
1072, tiie years immediately preceding the Food Stamp Program. 

1969 88. 9 

19T0 42. 2 

1971 47. 4 

1972 48. 4 
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Cheese: pouniu 

19e& 48. 6 

1970 45. 1 

1971 Bl. 2 

1972 68. 6 

Nonfat dry milk : 

1966 80. 1 

1970 87. 2 

1971 78. 

1972 00. 6 

Again, I want to tbank ;on for permitting me to testify at joar enboom- 

mittee's hearing. If I can furnish any otber Infonnation your snbcommltiw 
may need, I will be glad to do ao. 



ElEISTEE N. Adaus, 
AcHnff Depvty Admintstralor, 

Commoditv Operaltotu. 

Mr. Adahb. I might say this also. I dont mean to imply that we are 
talking against the food stamp program or even addressing that ques- 
tion. Tiie fact remains, I believe, and it is in the legislation that there 
is a prohibition against donating foodstuffs in the same State and the 
same places where you are giving out food stamps. 

Mr. Krebb. Let me assure you that I was not reading anything nega- 
tive or positive into what you said, I am just trying to get the ftwts 
inasmuch as this committe may well sooner or later foe facing this issue. 
I certainly would be interested in whatever statistics you can develop. 

Thank you very much. 

Mr. Rose. Thank you, Mr. Krebs. 

Mr. Hagedomi 

Mr. Haqitwrn. Mr. Forest, I was interested in your comments about 
the milk marketing orders and the decline from the mideighties down 
to 47 now. What would the effect foe if you just eliminated them all? 

Mr. Forest. I think, as I remarked before, that, at this particular 
time when we have a buyer's market, these excess supplies of milk 
would mean that the dairy farmers could foe in a pretty difficult situa- 
tion to try to get ^i adequate price for their milk. 

Mr. Hagidorn. What would the effect foe in the Midwestern area 
where most of Ihe production is? Who benefits from milk marketing 
orders! 

Mr. Forest. I would say in the first place as with all programs that 
the consumers have an adequate supply of pure and wholesome milk. 
They foenefit because we keep enough dairy farmers in business to give 
them an adequate supply of milk at reasonable prices. 

Mr. Haoqkirn. I have a question for Mr. Schuti. 

I understand that about 12 to 14 percent of milk producers are in 
the grade B category ; is that an accurate figure ? 

Mr. Cohen. About 18 percent of the milk is grade B. 

Mr. Haohwkn. What percentage of the producers is that then ? 

Mr. Cohen. It would have to be a little higher than 18 percent foe- 
cause they are smaller producers. I don't know exactly what that would 
be. It might foe in the 25- to 30- percent range. 

Mr. ILvoEDORN. There have foeen some suggestions made that the 
Government stop supporting the grade B milt and force everybody 
into making the conversion into grade A. 

Mr. CoHSN. That would be a rather severe effect on the producers in 
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Wisconsin and especially in Minnesota. It would affect them the most. 

Mr, Haqedorn. I realize that. Thank you. 

Mr. Ro9E. Gentleman, I think this committee is very concerned about 
the surpluses. I think we are very concerned that we be convinced that 
the Department and each of you in your various responsibilities in the 
Department are doing everything you possibly can to be creative in 
finding ways to deal with these surpluses rather than coming to us and 
saying that you need lower price support figures. 

I don't thmk this committee, and I am not speaking for the whole 
committee but just for myself, I don't think we are going to take that 
approach. I think we felt that we came about as low as we could witJi 
the 80-percent figure. That may change in the future. 

Are the best minds that we have in this Government and in this 
country being utilized through consulting arrangements or through 
discussions within fe DeDarcment or discussions with other agencies 
within the Federal Government to make sure that we are not letting 
the surpliK solve itself by its presence. That is what I was alluding to 
in my question about the presence of the surpluses. 

Someone said, "Aren't the ghettos an awful problem?" And some- 
one said, "No; they aren't a problem, they are a solution." That is a 
rather cynical view and we may subscribe to the cynical view that the 
surpluses are a. solution. 

I hope we can he as creative as we can. 

One Congressman sent me a letter and said that we should send every 
senior citizen over the age of 65 a pound of cheese each month. That 
was only endorsed by the American Prune Juice Association. We can 
do better than that. 

If you will excuse us, we will be right back. 

[Recess taken.] 

Mr. EosB. If we can resume our discussion, ladies and gentlemen, 1 
would appreciate it. We are going to have several votes coming up on 
the floor very shortly. 

I would like to introduce Mr. Loif Neilson while we are reas- 
sembling. 

Mr. I*if Neilson is the principal administrator of the Commission 
of the European Community in Brussels. We are glad to have you here. 
We wish you would take some surplus home with you when you go 
home. 

Gentlemen, I think we have some more questions of the panel and 
then we will move on to Patrick Healy. 

Are there other questions? 

Judge Kelly! 

Mr. Kellt. Thank you, Mr. Chairman. 

I would like to ask the members of the panel this question. What is 
the relative production between the T'nited States and France; do we 
have more productive capacity than they do ? 

Mr. Forest, I think we have about three times as much. 

Mr. Kbllt. We have about three times ? 

I will tell you one thing right now. There is a rea-l opportunity that 
has been overlooked in all this consideration, 

In France they got to running tlieir dairj' industry on political con- 
siderations. In 1975, France, who is really a fairly minor agricultural 
producer compared with some of the otlier countries in the world, had 
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three-quarters of the world's supply of nonfat dry milk. If you multi- 
ply that by three times, can you see how, if we just continue to operate 
our industry based on {jood politics, we ought to be able to drown all of 
the starving people in the world with milk and solve a lot of problems. 

Mr. Forest, That figure you have, Mr. Congressman, probably re- 
lated to the Common Market and not just to Franco. Tney do have 
almost a million tons of powder in the Common Market, but how 
much of that came from France, I don't know. 

Mr. Kellt. There were about 400 billion pounds and they had 300 
billion pounds. They had three-quarters of the world's supply. As a 
matter of fact, they had so much of it that they were compelUng the 
feed producers to use nonfat dry milk in animal feed. 

If our program were in full swing and we were really doing a good 
job, we would do something about like that, wouldn't we? Isnt that 
where this program is really headed to its logical extreme! 

Mr. AnAMS. I hope not. 

Mr. Keu^t. Let me ask you another question. 

Whj is it that the United States cannot reach its full productive 
capacity? Are we at our zenith of capacity to produce milk? 

Mr. AuAMS. No, sir. 

Mr. Kellt. We could really produce a bunch of it, couldn't we? 

Mr, AnAMS. Yes, sir. 

Mr. Kelly. Then why are we artificially supporting and encourag- 
ing production? We are not even using the production we have. We 
are swimming in it; we are going broke. Why are we encouraging 
production when we are not using the production that we have? 

Mr. Adams. I am not sure that we are encouraging all that much 
production. As I indicated a few minutes ago, it has only been 3 or 4 
years ago when we did not have enough production in this country. 
Now maybe we have more than we need. 

Over the years — and I think this is to the credit of the dairy indus- 
try and probably a credit that not many other commodity groups can 
take — over the years the production of milk in this country has 
exceeded demand probably in most years by not more than 3 or 4 
percent. 

Even today, as has been testified to earlier, despite the supplies that 
we have, they represent less than 6 percent of production. I am not so 
certain in my own mind that that is a tremendously bad figure. I dont 
know of any industry the size of the dairy industry with that many 
people involved which carries an overhead much lower than 5 or 6 
percent. 

Mr. Kelly. Doesn't this support price that we have currently, right 
now, elevate the price of milk when the consumer goes to buy it? 

Mr. Adams. Yes, sir. 

Mr. Kelly. What we are doing, in effect, is elevating the price of 
milk when the consumer buys it, and then with the support price we 
are losing money on the commodity program ; is that true ? 

Mr. Adams. We are spending funds to buy the commodity. 

Mr. Kelly. Is that the same tiling as losing money ? 

Mr. Adams. If you ignore and give no value at all to the commodities 
that we distribute to the schoolchildren in this country, the Indian 
reservations, the military and that sort of thing, if those commodities 
have no value on that end, I guess so. 
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Mr. Kelly, You are losing money, aren't you ! 

Mr. Adams. Yes, sir. 

Mr. Kelly. You are giving them something that in the free market 
with a volimtary choice they wouldn't be getting. If they were they 
wouldn't be getting them from you, they would be getting them from 
the store. 

Isnt it pretty clearly the situation that the consumer and the tax- 
payer is paying for the program and the taxpayer as a consumer is pay- 
mg more for the milk that he buys. In effect, what we are doing is caus- 
ing the consumer to buy more milk than he wants and pay a price that 
he IS imwilling to pay voluntarily. 

Mr. Adams. From an economic standpoint, I don't think I could agree 
with that entirely. Congressman. Again, going back to 1973 and 1974 
when market prices, because of the sharply reduced production of milk 
in this country, skyrocketed. They went way beyond our price support 
level. In effect, we had no price support program. 

Mr. Kelly. Have you done anything that is definitive so that you can 
demonstrate that over a 20- year period that this price support program 
has saved the consumer money ? Do you have such a product as that ? 

Mr. Adams. I doubt that we have any study, any evidence, or any 
information to that specific question. 

Mr. Kelly. Then how in the world can you run the Government if 
you don't have that Irind of information ? What you are doing is walk- 
mg around the edge of this thing acting like this is a good thing for the 
consumer and not knowing what you are talking about. 

Mr. AnAMS. Congressman Kelly, far be it from me to say whether the 
program is needed in the national interest or not. The Congress has 
already dictated that in the act of 1949. This is a mandatory program. 

Mr. Kelly. But you are here defending it. 

Mr. Adams. I don't mean to be defending it. I hope I can answer your 
questions fJiough, sir. 

Mr. Kelly. I understood that you were in favor of this program and 
were supporting it and defending it. I misunderstood. 

I also wanted to find out tha£ if you were going to defend it if you 
knew what you were talking about. I think that has been helpful. 

Thank you. Mr. Chairman. 

Mr. Kobe. Thank you, Mr. Kelly. Any questions, Mr. Jeffords ! 

Mr. Jeffords, I have a couple of brief ones. 

First, I want to commend the Department upon reversing their deci- 
sion with respect to casein from the hoof -and-mouth countries. I appre- 
ciated that very much. 

Second, I wondered if you have had an opportunity to give us what 
the impact of the new farm bill would be on milk produS-ion. If you 
don't have that, if you could provide that forus. 

Mr, Adams. We will provide it for the record, Mr. Jeffords, We 
don't have it with us now. 

Mr. Jeffords. We would appreciate that very much. 

[The information supplied follows :] 

The proposed farm bill nnder consideration at tbe time of this hearing wonld 
have decreased mflk production dnring the next fear approximatel}' 1 billion 
ponnda. 

Mr. Rose. Would any of vou take a shot at answering whether or 
not if various segments of tne dairy industry were to come out witii 
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maybe some new and creative uses for some of the surploses that you 
now have in powder stocks, would the Department, Mr. Adams, be 
receptive to new and innovative ideas in this area? I am quite sure 
you are. 

Mr. Abahs. Mr, Chairman, within the realm of our ability to do 
anything about it, we certainly would. I would rather ask Mr. Schuh 
if he would comment on it. 

Mr. Rose. Let me be a little more speciffc. You have authority to 
sell powder at cost to you figured in various ways ; you have authority 
to give it away under certain specifiedprograms? Have you got any 
authority to do anything in between ? Could you, for example, decide 
to sell powder for less tlmn what you have in it ? 

Mr. ScHDH. I personally am not sure of all the technical details of 
this. In answer to your question I would say this. We are obviously 
receptive to any ideas. We are working at getting rid of some of it. 
The recent Mexican sale was an example. 

I think that one has to recognize that there are limitations to how 
much of it that you can put out by that form or how much of it you 
can dispose of within the domestic economy. 

On the international side there are trade implicatitHis. 

Mr. RoOTi. I was mainly talking about within this countiy. 

Mr. Jeffords. I have one additional point. I asked the Secretary 
about this when he was here before. With all the surplus butter we 
have, why are we still still giving our extension food and nutrition 
prc^nuns margarine? Can anyone answer that. 

]&. Abaus. I am not sure I can, Congressman Jeffords. The Food 
and Nutrition Service people to tlie extent that they ask us for butter, 
we give it to them. 

Mr. Jeffords. So I have to go to them and find out why they are 
not using an in-stock product rather than buying another on the 
market. 

Mr. Adams, I might add one other thing — knowing as little as I do 
about it though — me local school jurisdictions, for example, buy a 
certain amount of their commodities in the market. They can buy 
whatever they want to buy. 

Mr. Manchester. I think that is the answer. Congressman. What 
is distributed by the Department in recent years is almost entirely 
butter except there has been a little margarine in cans because we 
cannot get butter in cans. They want it for special purposes. There 
has been very little margarine purchased by the Department and 
distributed to the schools. 

Mr. Jeffords. It is my understanding that this is being purchased 
by the Department and distributed within these food and nutrition 
programs. As I told the Secretary, to a dairy area like Vermont this 
does not sit well with the farmers. I was hoping you would take a 
look at that. 

Thank you. 

Mr. Kelly. Mr. Chairman? 

Mr. Rose. Mr. Kelly? 

Mr. Kellt. What I wanted to ask you about is this. Earlier I think 
that you indicated that this was a program that had been passed by 
the Congress. Since it got to be law, did the President have some- 
thing to do with Uiat? 
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Mr. Adaus. The law was passed in 1949, Congressman Kelly. 

Mr. Kellt. Have there been any alterations of tliat that were 
approved by a President since then? Haven't wc changed the law 
or amended it since 1949; is that wliat you were implying? 

Mr. Adams. The President signed the act of 1977 which was passed 
by the Congress. 

Mr, Kelly. Has there been an increase in the support price paid 
for milk recently? 

Mr. Adams. Yes, sir, 

Mr. Keli-t. Who was President wlien that happened? 

Mr. Adams. President Carter. 

Mr. Kelly. Are you part of his branch of the Government ? 

Mr. Adams. Yes, sir. 

Mr, Kellt. I just thought that maybe something had happened and 
I didn't understand about that. 

Let me ask you this. The question that was put to you was : Are you 
really working hard to get rid of this milk ? Is your answer to that that 
you are working hard to get rid of it ? 

Mr. Adams. We are working hard to find places where it can be used ; 
yes, sir. We could do a lot of other things. I don't think they are the 
types of things that you or anybody else would want to do. 

To get back to your earlier question, Congressman Rose, yes; the 
sell-back price of 110 percent is an administrative decision. We can 
Bell it back for 95 percent, I guess, if we wanted to. In fact, on occasion 
that has been done in order to rotate stocks. I guess we could down- 
grade it or deneutralize it or whatever you want to do to it, and sell 
it all for animal feed. 

We could do a lot of things like this, but I don't think these are the 
things that appeal to anybody's reason too much. 

Mr. Kellt. Does law provide that you can do those things ? It sounds 
about right. 

Mr. ItosE, Gentlemen, we thank you all for your presence and your 
very excellent testimony and explanation. This has been very helpful 
for us and I think it is healthy, on a continuing basis, for us to chat like 
this about the condition of how these programs are working. We hope 
that you will take our challenge seriously to let us know how we can 
help to improve innovative and workable ways to dispose of these 
surpluses. If it needs legislation from the Congress or if it just needs 
support, we are happy to provide it. 

Gentlemen, you are excused and thank you. 

Our next witness is Mr. Patrick Hea'ly, secretary of the National 
Milk Producers Federation. 

Mr. Healt. Mr. Chairman, I would like to file my statement for the 
record, 

Mr. Rose, Wthout objection, your written statement will appear in 
the record at this point. 

[The prepared statement and attachments thereto submitted by Mr. 
Healy follows :] 
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Mr. Rose. Thank you, Mr. Healy. 

If you will excuse us, gentlemen, we are going to vote and will Petum. 

[Recess taken.] 

Mr, Rose. We will resume our hearings. 

I am sure that Congressman Jeffords will have some questions for 
you, Mr. Healy. Would you mind just staying there at the table for a 
minute and we will ask Mr. P.L. Robinson, presiduit of Daicymui, 
Inc., to please come and give us the advanti^ of his wisdom. 

Mr. I^«sident. we are gktd to see you, and witiiout obiectioQ, your 
written statement will appear in the record at this point, 

[The prepared statement autanitted by Mr. Robiiram follows:] 
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Teatlnon<r of 
KR. FAUU L. ROBINSON 

Hy name 1* Palms L. RoblnHOn. 1 0|ierat>i £ dairy Earn id paicnnrahip 
with Wf son, vhtch la iDcsCed In Jonesboro, Tennenae*. As Frcoldent of 
Dalryncn, Inc., I am here roday for nyaalf and appcoxlmsCal; 7,000 other 
dairy famere, who are neoibetH of Dairymen, Inc. and whose farms are located 
In thirteen atatea, primarily In the aoutheost. 

I also aerve aa a member of the Board of DlrecCoia and the Bzccutivc 
Cooaltter of the National Hllk Producers Federation. I would like to eniioTse 
the teitlnony of Federation Secretary Patrick B. Heal; who also appears before 
the Coamlttee today. 

My testimony will be reasonably brief, and its major thrust is that we 
iace a tightening of our nation's milk supply, and. In fait, may find ourselves 
in a short rather than surplui milk supply altuatlon. 

Let's take a look at acoe of the reasons why I suggest that concern 
about a >i}k surplus is unrealistic. 

Hllk Frodur.tlon by members of Dairymen, loc. has been below the sane 
uonth a year previous for each of the last nine months. In February, member 
production was 3 1/2 percent below that of February 1977. 

USDA estimates that national milk production during February I97S was 
approximately equal to a year ago and in January 1978 only 7/10 of a percent 
above January 1977. Hhen 1 compare USDA's esClmatea of milk production in 
Dalryaen Inc. 's area with actual milk production by Dairymen, Inc. meidiers, 
I believe USDA eatimates might be a little on Che high side. In any event, 
there, Isn't ai^y question that milk production is no longar above year ago levels. 

Another indicator that we are approaching a tighter milk supply is that 
purchases cf dairy products by the Commodity Credit Corporation have slowed 
in recfcnL months. Purchases of nonfat dry milk and cheese in January and 
February have been slgniflca:itly lower Liiaa during January and February 1977 
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also been uell belm purchases during January and February 1975. 
lurchaslng signlflCdnt volumes of butter, nonfat dry ntlk and 
1 early 1973 but the CCC bought nothing In the latter part of the year 



We f-ould be facing a siallat 
again dry up in the latter p 
Another factor which wc 
la the recent Increase in pi 
Board of Directors aectlng held 
fellou board nemberB reported s 



n 1978 and CCC purchases could 
t of the year, 

I Indicate Chat we are facing a tightening aupply 
9 paid for cull cous. At the Dairymen, Inc. 
] In. Louisville on March 21, 1978, aany of ay 
selling their cull cows for 37 to 39 cents per 
a per pound a year ago. Cold storage 
stocks of red neat, frozen beef, pork and poultry are all well bclov a 
year ago and USDA is predicting higher beef prices In the nonths ahead. This 
should firm up prices paid for cull cows even aorL and lend to more intensive 
culllne of herds which will cut milk production. 

Another factor contributing to a decline in milk production la the 
strengthening of feed prices. USDA reporta the price per ton of 44 percent 
protein <!oybeRa neal at Atlanta was $20&.40 per tun on Harch Z2--up almost 
40 percent from the price last fall. Number two yellow corn In Chicago In 
late March was $8^.30 per ton— up alnoEt 3D percent fron last fall. I know 
that fanoers who grow beans and corn are happy. I grow corn also, but I feed 
soybean meal and corn and thlfl Inrteoses my milk production costs. 

I have nentloned IncrcaacK in two of the noBt critical cost items in 
nllk production. But every other cost is up as veil. In fact, the reason for 
the Increase In the milk price support level laat week was the fact that the 
Index of prices paid by farmers had Jumped ao such. That 43 cent Increase will 
only enable most dairy farmers to catLh up a little. 
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I urge this Comnictee Co Cake B poECutc of "vatl: and Bee". There Isn't 
any surplus of milk or dair\ products. It Is true Chat stocks of buCCer snd 
noofac dry milk in government hands are higher than a year ago, but If Bilk 
supply tightens up, stocks will disappear raplJJy, 

There Is a need Co ose present auChorlCIes to move available product 
InCo progcanB Co improve nutrition. In Che longer Cem, we nusc look to the 
conmerclsl market. In this regard, there Is strong evidence thaC a very cosC- 
effecClve Improvement In nutrition could be gained by increasing Che minimum 
Bilk solids couCenC for fluid nllk produces under sCsndards of IdenClCy 
established by the Food and Drug AdmlnlfitrHtion. Work toward this end Is 
undcrHSy wlChln Che National MUk Producers Federation. The SCate of California 

Ve have reviewed H.H. 10768 encouraging Increased culling of herds by 
dairy farmers and do not believe it would be advisable to begin such a program 
at this time. As I mentioned, prices paid 
substantially In recent weeks and the marki 
for Mr. Jeffords' proposal. Some of ny fel 
Blnimum race of culling scC forch In Che bt 
arc really serious about staying In the buE 
their herds would be willing to cull as nuch as twelve percent. It has also 
been suggesced chat Che admlnlHCraCIve burden uould be costly. Finally, and 
moBC compelling, I believe national milk production may be on Che decline, and 

The dairy farmer's most important marketing tool Is his cooperative. Dairy 
famers have devoted their efforts and resources to the developnenC of 
cooperatives which permit then Co eJ:erclEe a degree of eonCrol over Chelr product 
beyond the farm gate. 



cows have Increased 
11 have ellminaced the nee 
y farmers believe that Che 
ch that feu farmers who 
id are anxious to build up 
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[toOT 6overtimeT;t igmuas h»vf i=slBtcci Lh«i tiie ansuM tc fsmers' probl«»B 
la for co^DdltT gTRi^w :d crgiTdre id sDlvt thca wJA ■ slsiais of Eoverswnt 
usistaace. Tbe diiry iad-strr has more aesrly »cccBFllshcii this throueh oor 
EoopcratlvM t!i«n lar other ermi? rf protjcfTS. Tbe Awrrl^n ^Ii=olcnr»l 
Hovawct la as exoqilc of fara c 0^0^11? groups nitli are not organlxed and 
vhlch are seeking expasfe^ ccn'enBKTt asilstasce. 

Despite tbe urging* of government egencies and a natloaal poUtr thviM^ 
vhlch Hie Cmereii has iin^tei the fostering of csoperatlve nartetine »a « 
■cans of iBprovlsg fara Inctflw. »me agencies of out govenOKSt are vniUt^ to 
curtail these efforts. In tV.f cast of nalrysen. Idc-, the farDOT-ae^ers hire 

by the BepBTtsrat c-f Justice. A <!e;l5<i7rt follovlng a prolccged court battle 
Is Btlll being awaited. Ve are orac face: with a TiTtual re7*tltlor of this 
prucess la Ttsponiiag to Inquiries by the Federal Trade Co^lesicm. 
Wo specific charges hare beea tufe by TTC. So specific gTOunJs ire belafi cited. 
ThBv are,- hawtver, etjei;i:i£ in an irvt stijs-ica that will uoifH-i.ttrfl^ prjre 

The far^wr Is told or. mp hand, "Prpar.Iie y^ur prcviiictira. Eater the aariiet 
on youl beha:!." Oa the Pther han:<, his -cver-irucrt iFvvls IrostJy attarls 
on bis efforts whea they shoic iTdltatlon of aehlev-lit, success. This pillcy 
of harasss'r:; lovst ^es-^e. I wO-'ld appecl IE you tr assist la bringing it to 
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Mr. Robe. Mr. President, I think you know that this committee feels 
very strongly about the role of cooperatives in the dairy industry. Any- 
thing you ask us to do or anything you ask me and I think most 
members of this committee to do to help you explain your portion 
and deal with the executive branch of government, you are going to 
find us ready to help. 

I would like you to sit at the table if you will and let me ask our 
other witnesses to come forward. I have been told by some of our 
witnesses that they have some time problems having scheduled from 
10 to 12 :30 as we did for this hearing today. 

Is Mr. Louis Longo here ? [No response.] 

Mr. Alfred Franklin, a dairy farmer and vice chairman of the 
Jeffords Agricultural Advisory Committee of Brattleboro, Vt., we 
welcome you, sir. 

Dr. Lewellyn S. Mix, director of farm management, Kesearch and 
Development, Agway, Inc. Will you take a seat at the table ? 

Lastly, Mr. Keith Eckel from i'ennsylvania. 

I want to call on Mr. Jeffords. I am sure he would like to introduce 
Mr. Alfred Franklin, Then I want to call on Congressman Ammermsn 
to introduce Mr. Keith Eckel. 

Mr. Jeffords. I wish to thank you, Mr. Chairman, for allowing me 
to do this. It is really a great privilege for me not only to introduce 
Mr. Franklin but I would also like to introduce Mr. Mix. He has been 
very helpful to us with this bill and actually provided a great deal 
of information. 

Al, all the efforts that you have given to me have been extremely 
helpful. You are an excellent dairy farmer and considered a leader 
in the dairy industry of Vermont. It is a pleasure to have you here 
witii us today. 

Mr. Rose. Thank you very much, Mr. Jeffords, 

Congressman Ammerman ? 

Mr. Ammerman. Mr. Chairman, it is a pleasure for me to introduce 
to the subcommittee Keith Eckel who is an excellent dairy farmer in 
Pennsylvania and who is a member of the board of directors of the 
Pennsylvania Fanners Association. He wiH be speaking on behalf of 
Pennsylvania dairy farmers. 

Mr. Rose. Thank you, Ccaigressman Ammerman. 

Which of our witnesses I just called to the table has the shortest 
time lease with the airlines ? 

Mr. Eckel. I am supposed to leave at 1 o'clock. 

Mr. Rose. Without objection, a copy of your written statement will 
appear in the record at this point. 

[The prepared statement submitted by Mr. Eckel follows:] 
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CMKGts TO otn raiEnrr mu: NMUcBTnc ST W c n mss 

I ■« XBlth Ideal, t. tl. 92, CUM MHlt, VymMng Councr, 
FmiiijIhiiIi 18411. I am Mad ayacac* ■ tetty m« ind also a MSfber 
of tha Stat* loaTd of UraetOT* of ch« ^wi »;l * a iila hnMcra' Maoelaclon. 

Iha Bilk aariiatlaa •tTaocara of th« Dnlted State*, Whlrti we lisn 
i«*lf *d and built svar the 7«an, haa changed and evoTired In an atteapc 
to raflact th« duac** of th* aaMcet and t)K Maands of the aarket. 
» u a * i ai . tiTBD th* corrant aconoalc candltlona MlMe (rhaneM hav* not 
cvaatad ■ amn^ dairy ladnatrr. 

ttmar aapacti of the aTBtaa are dctmental to Cfie aweWafol 
— T*«nng of ailk and wj aork againat reachlns the fioal of t>vovldlng 
a CBDd acoRKlc cliiHt* In the indMrrr. 

Hm baalc pnAlaa oE onr praaanl: •arV»t:tnt ayatOB !■ aupply and 

Hi* Faderal Ordar* attaapc to apaali te the kOp^ly <p^rahlCB. b« 
la a wacj uanow 9taa*. Ihey actaapt to »aln mrc that an adequate 
«9pl7 la mlntilnad and alao that thoac aupttllea cm be )MndI«d and 
ara bandied ■■ far aa pick up aM dallvaty. Thar rag^iUte prlCM paid to 
pTOdncera and aat up ■ tTStaa tor deciding vhat that price should ba, UalAjg 
the MiBn*>Dt*-Wia canals price aa a bate. fti«r 4o net itttapt to control 
B<9PlT, In fact, they coai* cloae t« ancourafiltig production through the 
CoHvdlCT Cradlt Corporacloa'a pnrehaaa, whteb 1* Mandated by the DRDA't 
•attioi of aupport prlcaa- In the daMand area, th» FM«ral Ordera Indirectly 
addrasa the daaand for th* product by allowing In th* •yataa, a vota of 
-produccra aa to whathar or not Nonay ahould ba paid tor ddverttatng. 

There are aevaral araaa iihlch ahould b* addreiacd In any proposed 
laglalatlon that alght have an affeot on th* praaaat sarkatlng ayataa. 



Digitized by L.tOO'JIC 



the aost ilarlog probliaa vlthln 
hat la Che Dud for sdoptlng propoaad 
( p[oduc«T> in any Fadaral Ordar, far 
OS ■ poaltlva vot* cauaaa producacs 
uanc, but Butt txcapt or 
I tha rMpoaalbllltjp and Uia 
Btaff paopla who work for tha 



Tha fltat point apaaka t 
tha Fadetal Order ayatca Itaalf, and t 
aaandBanta and ch« poaltlva vot* b; c 
thoaa propoaala. Thia aathod of fore 
to vot* foi propoaala which thoy raally 
loaa thalr Faderal Ordar. Thla 1 
ability, to change the order, oa 
varloua narketlns ordera. 

The aacond area that ahould be chaaged ulthln the order, la tha 
method of pay out of aeaaonal Incentive paynenta. The aeaaonal Incentive 
plan Honlea uhlch are collected froa producers Duat, for repayment, be 
peaaed back through tha handler to which the producer la ahlppln). Thla 
could be changed to provide that the aoniea collected are ratumed directly 
to the producer by Isauance of a check by the market edninlatrator without 
the need going back through a particular handler. 

A third area that ahould receive lomedlatc coneidereclon doaa bear 
doacly on the aupply of the product. Buying the actual product has been 
/•, If aspenaive, by the federal goveraownt In nalntalnlng 
:al year eatlmatee are that 5 percent of the dairy products 
which were producad were purchased by Ccamodlty Credit CorporatiOD. 
Indlcatlona are that It would have taken a 10 percent decline In actual 
production of milk to have cauaad the market to fimctlon aa II should have. 
Furchaac by Connadlty Credit Corporation effecta Che supply after It la 
produced. The mora satlafaetory aoawer to the problem might be affacting the 
supply before It Is produced. 

One Hay to do thla la for a government agency, Inataad of buying the 
already produced product, to buy those production unite which produce tha 
product. In alapls terms to buy the coua lAtch the peraon In the 
•yatam are mllklpi to produce the excess product. Thla could be doom by allowtog 
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Clw agcncr M iidiatdli* cull cow prtcaa In tb* BaTkatplaca, to sat • 
■Inlaia Icicl of pilca for cull com. 

Uhile ChlB IB DOC bulcallr bow wa would Ilka dui BariiaCa Co oparaca, 
it carcalnly !■ auch parfarabla to tha prcaauc nathod of ■alntaiulng dairy 
prtcaa. Tha allainatloD of tha cows that produca the allk will allmioata 
tbc produce and allmlnate ch* naad for Comodlty Cradle to buy that product. 

Tha Pannaylvaala Faniera' Aaaodaclon Board of Dliaccora at a racaot 
board aaatlng andoraad tha concept of a bill, B. R. 1076B, aponaorad by 
Mr. JcffoTda. 

The only reaervatlooa axprcaaad at that tlae were: 

The affect on the beaf induatry which we ate told will be alnlul 
eapedally If thia activity occura Initead of Incraaied lapotta of aeac. 

Wa urge the bill be aaended to allow for a retroactive paynant period 
froa April 1 to Sepceaber 1. tf the leglBlatlon does net contain thia 
provlalon nany dairyaeD will hold cow* waiting tor psaiaga and thua eraate 
■ore aurplus probleaa. 

la the preaoDt draft of the hill it appaars that a faraar with 100 
cant, who sarkcted 16 of thoae cows would racalva payment on tha 13th, 14th, 
ISth and l«th cowB only. All eowa removed from the production line are 
tapoTtant and ahould be compensated for. 

Tbc fourth ahould be a aethod of raqulrlag thoaa paraona or corporatiooa 
who are marketing dairy producta to observe the standard that no product 
could be sold for leaa than the coat locurred Id bringing that product to 
the market. 

At tha preaent time we have axamplea. throughout the dairy industry, 
of paraona who are aalllog tha product at leaa Chan their coat. Wa have 
■alas of bottled milk for $1.15 par galloo to a retail outlet, whan the 
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■cCusl coRC Incurred by thca. without profit In that gallon product, 1* 
91.25. Thia could b* axpactad to happan with Baajr ptodueta, not Juat dairy 
prodncta. In an ovar lupply situation. Othar bualoaaaaa antar Into thla 
practical but none aa fully and wholly to Ibalr detrlmant, aa wa aaaa to In 
tha dairy araa. 

Vn bava, ou cha atata laval, an attaapt to aftsci that retail price 
of milk through out Pennsylvania Hllk Marketing Law and Fannaylvanla Hllk 
Marketing Board, rhla Board addreaaea nlniium retai: 
the sale of nllk. Any proposal on the federal level 
price of a product should not be In actual mlnlouu price. It ahould 
b* an sttenpt to allc« chat Blnloun price to fluctusti 
bottoB level of that pile< 
Thla'^athod would lowci 



final 
probably 



of that product and thi 
aotcrcd Into by any Board 
vould be slnllar to tl 

prices which night be 

actual costs Involved 

The fifth point 

Thla could beat 
A foraula for this purpoei 

also the supply of nllk 
consuners ability and dt 
antarprli 



with the 
being Che actual cost incurred by ths ■ellai. 
: need for adBlalstratlv* control and regulation 
irtnga and price setting Daceealtias that >uat be 
which seeks to aendate « Blnimun price. Thia aethod 
vlcy of the current Packers and Stockyarda 
es Fscksrs and Stockyard* auctions chargaa and 
!. tc would be sn auditing procedure to detenilne 
:he presenting of s product for aarkct. 

pricing system not based on Mlnnesota-Uisconsla 






ipliahed through the use of an 

lid reflect, not only ths coat 

.nd other dairy products. It would 

f. It would consider alti 

and alternative enploynent opportunities for fsi 

ry Inporcant to Inaure a fi 



cconoalc foinula. 
>t production, buf 
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Tlw conaiBcT auat bav« cb* duln and ability to purchas* th* 
pioduct and auat Indicate tbat daalra and abiltCT l>T incraaaad puTchaaaa. 

Altarnativa turn aatarprlaaa and alternative eaployaant oppoctunitlea 
foT faiMara naed to be conalderad aincc thatc la no Juaclflcatlon for 
pradudng nllk whan othar tnttTpriaaa or eaploy>ant Hould ratum Bote 

An aconoalc fonnila vould not alwaya guarantee a higher pttca lor 
ptodncara. Prlcea vould fluctuate aa the Indlcaa uaed. In the fonul* 
■ond and would tend to kaep our aupply of nllli In balanca. 

the CoBBittee of Asrlcultuce and Forestry of the U. S. Senate has 
already been Involved, during rhe 9Ath Congress, In a discussion of •conoalc 
foraula pricing. 

Point six indicataa a naad for ravlw of tha OTdars. 

Usually a heating for an Ordac la sore apeclftc than thla point 
muld indicate It needs to ha. 

Hben a baatlng la called, It is called to dlacuaa and take teatlaiony 
on a particular aapccc of the Order. A requlreaent for mandatory ravlav 
and a genaral hearing every three years to diacuaa the Ordar would ptonotc 
coordination of the Order provialons. Every three yeara we also need to 
conaldar the aovoient of Bilk within the varloua Orders to aake sura that 
any particular Order covers tha actual Bilk narketlng area. 

finally, a prohibition dlaallowlng a aupport-ptic* raise in s tloc 
when Bilk products arc In surplus or anticipated aurplus. 

The traditional action of supply and downd will work In tha dairy 
industry and ahould be allowed to work. 

Ralelng the aup port-price, whan supplies are high, encourages Borc 
of those supplies . 
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Incrauad producttan cooplad with ■ amti to malntalo chc avfipert-pTlc«, 
tOTca* tha Co^Bdlt; Ccadit CoTporaclon to pmchaaa tha mmncad orar-ruppl; 
of atlk. 

In the abort run tha lupport-piice doea |lva umt guarantaa to fataaia 
of a ralun for their praductloo affort*. la the long tvo tha orar-auppl; 
caoaaa the utlllutloa parccdtage of Claaa I and Claa* II to ha valshtad la 
fa*OT of a Claaa II price which la a lower price and cauaea the long run 
price of the farmer to be lower. Thla lowering of utllliatlon will cauae 
■ore and Bare farnera to go out of tha daiir builnaaa. Aa thaaa fancra 
dlBconttoua dairrlogi the gaogcapble ataa of dalr? production will becoae 
■ore and Bara conflnad. 

The law calla for the Sccratar? to Inaure the conauaera an adequate 
■<9Ply of Bilk. Thla la being done verr aucceeifully at this ttae. Bowever, 
aa faiaera froa tha varloua production areaa, auch aa the northeaat, go out 
Of bualoeaa and the centrallMtlon of the Bllli iuppl; occura, the llkallbood 
of an adequate luppl; In the future dlnlnlahaa. 

One of tha atreogiha of Aaerlcan agriculture la the geographic dlvaraltf 
wbare production occura and the Hide range of weathar condltloiu and 
cropping capablllciaa acroaa the countrr. If production of a particular 
co^Bdlt]' ia ccnttallted than the llkallhood tncreaeaa that, through dlaaatroua 
weather conditlona or other outalda Influencea. we m»y have a failure to pro- 
duction of that particular coiaodlty. Thla could happen In tha dairy iBdnatrr 
If we contloua to encourage a Icwer Claaa I utllliatlon which will cauaa tha 
dalryacn In the northeaat to diacontlnue deiiying. 

The dairy altuatlon In the northeaat la critical. Ecoooalc prcaauraa are 
going to force change In Che dalt; Induetry. Hilk Marketing Ordara can ha 
changed to Blnlalie the negative effect of theae preaaurea. Ttiaae ehaagea 
•Iiould be Incorporated into the law ao that we encourage a atrong, viable 
dairr Industry io the future. 

Thank you for tbla opportunity to caaclfy here today. 
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various and very interrelated. Let us for a moment consider a few of 
the most significant influences : 

( 1 ) Net price producer receives for milk per hundred weight. 

(2) Cost of feedgrains to produce milk. 

(3) Price of cull dairy beef . 

(4) Profitability and/or availability of alternate agriculture 
ventures. 

(5) Production cost other than feedgrains. 

(6) Debt load carried by farmers. 

(7) Inflation. 

Now I think we can readily a^ee that we can break these factors 
down into three separate and distinct areas ; that is, one of short -nuige 
influences and within our power to change; one whose factors are 
beyond our immediate grasp to change or even influence to any appre- 
ciable degree; and those factors on which we have some influence but 
are very difficult to chajige. 

First, let us realistically consider those factors which Congress or 
the farmers have little or no power to influence or change : 

No. 5 — Production cost otlier than feedgrains are influenced by 
labor contracts, erosion of the work ethic, and spiraling raw product 
and energy cost. In Vermont these production costs have risen 97 per- 
cent since 1967 while milk price has increased only 90 percent. 

No. 6 — Defct load carried by farmers has risen dramatically over the 
last few years. This has been necessitated by pressure placed upon 
agriculture to produce more for less profit wliich has resulted in 
&rmers being more dependent upon borrowed capital needs to imple- 
ment new production methods. This also has led farmers to increase 
milk production through better breeding and management practices. 
Non-real -estate farm debt rose from $20,951 million in 1967 to $45,728 
million in 1977. Real estate farm debt outstanding rose from $23,077 
million in 1967 to $56,427 million in 1977. 

No. 7 — Inflation is the result of the balance or ratio between services 
provided and hard goods produced. A certain amount of professional 
and Gfovemment services are needed but when their cost exceeds the 
value of goods produced, then this cost is a good indicator of inflation. 
The ratio of index of prices received by formers to index of prices 
paid dropped from 1967 — 100 to 1977 — 87, and thus shows that al- 
though inflation has risen steadily over this period our fanners have 
carried not only their burden but have paid the freight for a good 
number of their ntmfarm friends on the inflation gravy train. 

Now let us consider factors on which we have some influence, but are 
very difficult to change : 

No. 2 — Cost of feed grains could be a controlling factor in milk 
production but its relationship to other farm enterprises, foreign 
trade and the whims of mother nature, make this factor almost beyond 
our reach in influencing milk production. 
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No. 4 — By influencing the profitability and/or availability of alter- 
nate agriculture ventures we could "soil bank" land used for milk pro- 
duction but like trying to influence cost of feed grains this is a very 
risky business and could create more problems than it solves. 

Now, lastly, let us ponder on those factors we can haTe> a direct 
influence upon. 

No. 1 — Through the price support programs and CCC purchases 
we can floor the minimum price of milk and remove the surplus 
through CCC channels. This is only a national pricing and Govern- 
ment financed surplus survive increased cost of inflation, debt load, 
production cost, and feed grains. 

I believe moet dairymen have had enough long hard hours of work 
and efficiency and now only wish to makr an honest living compensative 
to their investment. Time has proven that you cannot starve a man out 
of working but you can influence him to produce less. 

This leads me to point No. 4, price of cull dai^ beef and Congress- 
man Jeffords' Dairy Herd Reduction Act of 1978. As any dairyman 
will tell you a good price for dairy beef will do several tilings — one, 
it will increase yearly cash flow without raising production cost or 
debt; secondly, it will reduce herd size and decrease family labor and 
business pressures; and third, it will reduce the amount of milk forced 
upon the market. Now I ask yon, isn't this jiiKt v;\mt wp are all aiming 
for? Grentlemen, we know the price of cull beef is on the increase and 
perhaps it will go high enough to have the desired results, but maybe 
again it won't. If you would promptly pass H.R. 1076S and have it 
available to be used when it is necessary at the discretion of the Secre- 
tary, then the Government would have a tool to effectively manage 
milk supplies in a manner that is advantageous to the Government, 
consumer, and the dairy fanner and thus through your efforts the 
American dream may continue for people to enjoy. 

I have attached an assortment of data that should be used for your 
future reference and as the time is short, I request that it be made part 
of the official record. 

Thank you for this opportunity to testify. 

[Attachments to the statement are held in the subcommittee file.] 

Mr. Baldub (acting chairman). Mr. Mix, do you have a prepared 
statement also ? 

Mr. Mix. Congressman Baldus and members of the dairy subcom- 
mittee, I do have a prepared statement which I would like to recom- 
mend be submitted in the record in its entirety. 

Mr. Baldds. Without objection, your written statement will appear 
in the record at this point. 

[The prepared statement submitted by Mr. Mix follows:] 
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M^ nasia is Dr. L«wallyn S. Mix. I am Director of Farm Hanaga- 
mant, Raaaarch t Davalopmant, for Agway Inc., Syracuaa, Haw York ~ 
a fara cooperativa supplying faad, aaad, fartilizar, patrolaua, 
building auppliaa, hardwaca and automation for 131,000 ramar — harl 
In 12 northaastam atataa. Among thaaa ara 40,000 covwrcial d«lxr 
fanners producing and sailing mllk to numaroua dairy cooparativaa . 
and propriatary firms. 

Agway is not in tha milk marlcating businaas. Ma aca, howavar, 
daaply concamad with tha currant millc ovarsupply aituation and tha 
raaulting financial instability for dairy farmara and dairy coopax- 

Aa DtractoE of Fan* Manacfsnant Raaaarch in Agway, I aai raapon- 
aibla for the analysia of dairy farm busliais racords, national and 
regional mlllc production and marketing trends, milk price foraeasta 
and daily liaison with tha dairy industry. 

My background includes actual managaiMnt of dairy Eama, a 
fi.S. in Animal Science and Farm Management from Cornell CJniveralty 
and a Ph.D. from tha Univeraity of Minnesota, where I taught conraas 
in Dairy Science for 3 yaare. I have been on over 5,000 dairy farms 
In Sa stataa. I am author or coauthor of savaral articles and books 
on dairy hard and dairy farm management and regularly prepare milk 
price foraeasta for 4 fadaral and 2 state marketing ordara. 

I an faniliar with tha Jeffords' bill fl076S and Its objectives 
and am here only to simply technical information relative to trends 
in ths dairy industry and tha currant dairy situation. 
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THE q.S. SmtPLOS KILK SUPPLY BITqATIOtl 
Dairyaen In the DnlCad SCaCaa ar« producing Hora nllk than 
connerctal outlet* can ebaorb with tha praaant laval of advac- 
tlalng and eonaianar aducation. Thia la avldancad by tha incraaaa 
In CCC aupport program pucchaaea froM 1.3 billion pound* of Milk 
aquivalant In 197S to S.l blllloti poimda or S.3 parcant of national 
production In 1977 (Exhibit 1 - Paga _S_) . This la tha kigbait 
iaval of ranoval ainca 1971 irtian purchaaaa totalad 7.3 blllloti 
pounda of Hilk aquivalant. Purehasaa in calendar yaar 197S could 
axeaed thoaa of last yaar at a taxpayer coat In axeaaa of 700 
Billion dollars [Exhibit lA - Page _9_) . 

BKASOTIS FOB OtfgHSOPPLY 

niara ara aavaral reasons for this ovarsupply situation. Pop- 
ulation growth has slowed during the seventies tSxhibit 3 - Page 10 ) 
to lesB than 1 percent par year. As the percentage of tha population 
under 12 years of age has dacraaaed, so has tha coniuvption of fluid 
Allk from 359 to 334 pounds par capita. This has been accentuated 
by the decline In buttarfat consui^tlon and tha cholaatarol acara. 

Kilk-faed ratloa between 1970 and 1977 ware 1.60 or abova in 
four of the seven years. Grain and other concentrates fed per cow 
incraasad tron 3,979 pounds In 1970 to an estinatad 4,700 pounds in 
1977. 

The general availability of genetically a^^erlor sires and 
greatly iMprovad feeding prograna have stlmlated higher production. 

' D.S. mu; PROnuCTIOH up 5 PEBCENT IK 1977 OVEB 1970 

Aa a result, production per cow has Increased trtm 9,781 pounds 
in 1970 to 11,194 pounds In 1977, an increase of 1,443 pounds or 
14 .B percent in seven years (Exhibit 3 - Page 11 ) . Dairy cow 
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nunbars dropped from 12.0 million to 10.964 nilllon, a dacraaaa of 
1.016 million or e^ parcant in tha auw paclod (Exhibit 3). With 
production per cow incraMlng alaiost twlca as faat as cow nuMbara 
daclinad, total O.S. nilk production incraaaad from 117 to 123 billion 
or Sa paroant (BiOiibit 3] in tha 1970-77 period. 

Tha graatait axpanalon in nllk production imonq tha top tan 
dairy states since 1975 has cobs in Hiaaonsin, -•■11. 3t, Call£eeala. 
+10.2* and Pennsylvania, +9.1% (Exhibit 4 - Faga 12 ). 

Likewise, the nwber of dairy hard replaoananta (haifars 500 
pounds and over] on fama incraasad from 32^ to 35^ per 100 cows and 
continues high at tha present tlna, which will contribute to high 
■ilk production for tha next taw years. 

LOW CULL COW PRICES 
Cull dairy cows have brought ralstivaly low prices [ >20-i26 awK.) 
the past two years, which contributed to tha alow reduction In total 
dairy .cow numbers. Prices hava steangthanad about >10 cwt. is tha 
past Caw weeks, which will help aoMa to reduce surplus milk aupplias. 
Bowavar, tha cost adjuatnant Increase in the manufactured milk support 
price from 39.00 cwt. to 89.43 , aCfactiva April 1, will tend to off- 
sat BoaN of the increase in cull cow prices, which will eauaa dairy- 
man to retliinfc sailing their cowa. 

BETDRBS TO DfclRYMEM 

Aversga capital invastmantB on dairy farms today range fron 
j3,900 to 85,400 par cow in land, buildings, machinery, cows and 
hard raplacaoMnts. Siia and quality of tha hard, land values, 
climate and degree of mecbanliatlon explain variations in coital 
invastoiants . The average rate of return on assata ^vloyad on 
strictly dairy farms Is 3 to 5 percent or leas than tha bank rata 
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of Intarvac. Tbe rang* in cat* of xaturn will v«iy froa a 1 pmiamat 
to a plus 14 peccant (Exhibit 5 - r»ga 13 k 13A 1 

The two factors having the greatest effect oc ratuzns ere: 
price received for ailk and pounds of Bilk sold per wm per year. 
Daixyaeii can do little to change siU prices but tbe; can to a 
■eeeurable degree control output p«c Ban. & very low rat* of return 
can be expected tAen daiiyiseii produce an average of onlj 11.000 
pounds per cow per year aad sell only about 10,700 ponnda per cow. 
In other words, our average silk production netiooellyi irtiile 1»- 
provin9 eecb year , does not yield a fair return , bower support 
prices is not the answer to our oversupply pcobl««. 

Hilk sold per Ban per year averages less than 350.000 pounds 
on a national basis, niis figure h»* a heavy bearing on the low 
3 to 5 percent return oo capital eaployed. As the output per Ban 
increases to 450,000 pounds, the rate of return doubles and to 
BOO, 000 pounds and over the return triples . There is no way with 
today's continuing Inflation rate of S to 7 percent per year that 
a dairyaan can sell leaa milk per cow and increase his rate of 
return. What he needs is fewer and better cows. A dairyaan Bilk- 
ing 60 cows and selling 10,000 pounds per cow Barkets 600.000 pounds 
of Bdlk at little or no profit . The ssbs dairyBan Bilking 40 cowa 
and selling 14,000 pounds per cow aarkata 560,000 pounds (6.7% less) 
at a good profit . 

THE HEZD FOR A STRONG COLLIHG PIOGRfcM 

The greatest opportunity for reducing surplus Bilk supplies 
and taxpayer expenditures for purchasing surplus dairy products is 
an intensive culling prog ran . If dairymen can't Bake a fair return 
selling 10,700 pounds |^r cow, then they should seriously consider 
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culling off an additional 5 pateant or 550,000 of the lomat pro- 
ducing cowa, which could raduee annual nilk markatlnga by at laaat 
3 billion pounda par yaac. 

Thia would hav* tha daairad affact of raduclng CCC purchaaaa by 
at laaat 8300 Million pac yaar and would iMprova tha aupply-danand 
balanca for milk and dairy peoduota in tha norkat plac*. It would 
also l««>rov« profitability df tha dairy fam antarpriaa in noat 
lituations. 

WltL A VOLUWTXHIf CPLLIWC PROGRAM WORK WITHOOT IMCBWTIV87 

A voluntary culling program with incantlvaa will mova aora cows 
to Markat than a voluntary program without incontlvaa. Kith contin- 
uing inflation, highar milk aupport pricaa mandatad by law and tha 
atruggla to maintain nat caah flow, tha individual dairyman thinka 
in tarns of producing all tha milk ha can. All too oftan ha achiavaa 
this by kaaping cull cows ha otharwisa would sail, avan at today's 
pricas. In many casas, total milk production for tha farm incraasas 
but ba sails las* milk par cow, oftan with lass oat profit. But In 
tha naantima, ha has addad to tha aurplua and tha taxp^r" pays for 
tha surplus production. 



Tha CCC dairy product ramoval program cost taxpayars $700 mil- 
lion in 1977 and tha program will probably coat mora in 1978. Dairy- 
man will raspond to a dlract paymant program on cull dairy cowa. 
It will probably toka anothar ilO to SIS cwt. to mova on additional 
5 50,00 cowa ovar a parlod of six month* and bring supplias back 
in lina with commarcial diaappaaranca. 

If tha avaraga liva waight of cull dairy cowa i* clos* to 1^200 
pounds, a dlract producer paymant of SIBQ par cow, 154 pound liva 
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weight, foe all dairy ootra slao^tervd for b*ttf (ovax Uw nocaal cull 
rate of 2 parent per annth) or sold for MXport coald «ov« 550,000 
cows over a mii-maaOi period oat of tlia natioul dairy herd at a 
coat of approitmately tlOO KiUion of aljr«ady acpioai iAt*A COC fond» . 

On* banafit of gwsb a piograM would ba tba approKiutaly 3 
bUlloD pomida !•■• »ilk pw rcfa aaad In tha for* ot nonfat dry mUX, 
bvttar and diaasa at a taucpayer co«t of S300 akilllon or aora . 

Anothar banafit «era dlffleolt to aM«s«x« would b« «ta« ii^rovmA 
ratoma to dairyaan fro* tba aala of unprofitable eowa. 

At baat, a bard radnetioa prograi Is an intarla prograa aia«d 
at balancing supply and daaand and radnclng taxpayar a^Modituraa 
for dairy products ondar tba aucvort progxam. Jk is aot coooai^id 
aa on aasy way for tlM govamaant to bail ant nilk prodooers aacb 
t Iwa tbay ovaraxpand. it la a ta^orary — aaura to pravant adding 
fartbar to a vary liiii laiiaiaa aneo^aittad go^mint inventory of , 

629 adllloo pounds of nonfat dry aiUc powder and 116 ■llllon pound* 
of butter aa of March 18, 197B. 

One aejor objection to a dairy bard redaction p r ogr a w ia the 
affect it would have on beef prices. Keep in mind tbe fact w* will 
■orket about 2.5 nllllon cull dairy cows in 19T8 anyway, ntia ia 
about 23 percent of onr national dairy bard. 

Let na aaaiaa that SSO.OOO additional cull com having a 
drasaad weight of 600 pounds per bead would add 330 ■illioo pounds 
Bore baaf to tbe supply or 55 ailllan sore pounds per Bontb ovax 
a slz'-nonth period. Most of this utility grade dairy cow baaf 
ece^etea primarily with meat imported under P.L. BB-4B2 (1964^ , 
which allows for 1.2 billion pounds per year or an avvroga of about 
100 Billion pounds par Month (Bxhibit 6 - Page 14 ) 
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Since tha extra baaf niark«t«d from the cull dairy cows would 
amount to only about 5S million pounds a month or about lulf of 
our import volume or roughly 4.5 percent of our total b««f donastlc 
production (2 billion pound* par month) , it la doubtful if tha 
price depraasion would be •Igniflcant. Perhaps 1 to 2t par pound 
on atMC beef or 3 to 4t per pound on utility grada dairy beaf la 
what one could expect. 

This would be happening at a time when beef prices era ad- 
vancing eteadlly and the intact would be leas than in a normal 
period. Purthermore, once the 550,000 additional dairy cowa have 
baan markatad for baaf, it la concalvabla thla could have tha 
raver aa affect and cauaa utility grade baef to riaa in price and 
cancel any previous decllnaa In utility as well as choice beef 
prices. 

Another objection might be the effect a herd reduction program 
would have on the prices of herd replacements. It is conceivable 
some strengthening of pricas could occur but with our large siq>ply 
of herd replacements (35.6 par 100 cowa) this would not a^aar to 
be a major problon. 

C0MCL08ICT1 

The trend of slowed population growth, lower par capita milX 
eonsun^tion, reduced culling rates, In^roved ganatica and feadlag, 
combined with more favorable nilk-feed ratios, has resulted in ex- 
panding national milk production and Increased government purchases 
of dairy products. This could amount to ccc purchases of jTOO 
million or mora In 1978. 

Inflation and fixed costs preclude the possibility of feeding 
for lewer production per cow. The short range program that vpears 
to be the most effective tool for preventing further expansion of 
taxpayer funds to purchase surplus product* is a hard reduction 
program. 

(Tba aCCachMDCH an hkld in tha aubconlttee file.) 
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Mr. Mtx. I disagree nith the previoos teetimcaiy when they say 
that this would not rednce milk production. True, if you sell off cows 
there will be heifers to replace thMU. But if you dtm't sell those cows 
you hare the cows' and the heifers' production to deal with. Tliose 
heifers are already in tliose bams — those yearlings and 2-year-olds. 
Those are not going to be sold they are going to be milked anyway. 
So, if we don't move some of these cows we are going to have a high 
level of milk product ion — more than we need. 

Thank you very much. 

Mr. Baldus. Thank you very much, Dr. Mix. My apol<^es for not 
correctly introducing you. Dr. Slbt is director of farm managemoit, 
research, and developm^it, of Agway, Inc., in Syracuse, N.Y. 

I have a request from American vegetarians that their brief state- 
ment be made a part of the record. Is there any objection? [\o 
respimse.] Hearing ncme, so ordered. 

[The statement referred to above follows:] 

STATBimfT iw LociBE WiLBoir, Akkkicah VtorrMMtAaa, WABHsreroH, D.G. 



Hie twrait; millioD Tegetariaua in this coimtry urge the sovemmeDt to stop 
sapportlne the dairy coir indnaUy . . . tor 3 reasons. 

Millc leads to world Btarvatiaii. Milk leads to boman disease. Uilk leads to 
animal suffering. 

How doee milk cause starratioo? Milk's yield is a masimnm of 10.000 lbs per 
acre, compared to maximum of 80,000 lbs for vegetables and as high as a quar- 
ter milUoD pounds for fruiL 

How does milk cause disease? 

(1) Tbe animal fat bas been correlated by the Nutrition Committee of Uie 
Senate to heart disease. 

(2) Tbe lack of natural fiber la a factor in intestinal cancer. 

(3) The radioactivity levels of milk are higher than for any food except 

(4) Breast cancer is correlated in Sweden, Canada, tbe United States and 
Australia ... to high milk meat consumption. 

(5) Milk unnaturally concentrates tbe insecticides In the environment 
Every pound of milk represents many more pounds of food tbe animal ate . . . 

and all the dieldrin, beptachlor, cblordane, PBB's, and other poisons in that 
food. 

(6) Milk from cows bas twice tbe protein and only one half of tbe natural 
sugar of mother's milk. It is unnaturally stremfnl to tbe kidneys, which bear tbe 
burden of tbe excretion oC access nitrogen. 

(T) The lack of natural fiber in milk leads to constipation. 

(8) Milk intolerance is natural . . . only a small minority of tbe world's people 
are free of a natural intolerance to cows' milk. Anyone wtao bas be^i away from 
tbe consumption of cowb' mlllt will be nauseated upon reintroduction to tbe 
lactose in milk. 

How does milk cause animal sntfering? (a) baby calves are taken from their 
mothers at birth and butchered for veaL (b) Mothers who do not produce 
enongh are sent early to slaughter, (c) [Mndndiig mothers have blood HicruEted 
tits from milking mai^lnes. 

Mr. Baldus. Mr. Jeffords? ' 

Mr. Jeffords. Mr. Healy, I want to thank yoa for your kind words. 
I wish your testimony was as kind as your words of praise. 

There was one area that did raise some questions m my mind, that 
was the ar^iment that this would somehow put controls on a dairy 
farmer. It is hard for me to understand that if you give a farmer an 
option to sell at a higher price if he does something, or to sell it at a 
lower price if he doesn't want to go through the mechanism of getting 
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that additional price — how does that put any additional control on 
him* 

Mr, Healy, The objective of your bill is to reduce cow numbers. 
Certainly either in the legislation itself or in the regulations under 
which it operated there would be, there would have to be, some kind of 
controls to make certain that the farmer did not merely take the 15 
cents and then fill the stanchion right back, I just do not see how — 
without very rigorous controls over quite some extensive period — that 
the legislation can meet its objectives without assuring the Congress 
or the Department of Agriculture that he will in fact keep hisherd 
i-educed by that amount. 

To provide this assurance there are going to have to be some controls 
put on them. If you pay them 15 cents to cull this cow, then somebody 
IS going to say, "You have the 15 cents, don't put another one in hOT 
place." If you don't do that, then it has no effect. 

Mr. Jeffords. Mr. Mix, would you like to comment on that ? 

Mr, Mix. I think this is faulty reasoning because these heifers are 
already here. He may put another animal in her place but it comes 
out of somebody else s bam. You are not keeping tne number of ani- 
mals the same, you are having a net reduction of your total potential 
milk supply. 

Mr. Jeffords. How long does it take to manufacture a heifer? 

Mr. Mix. On the average in this country, 29 months. 

Mr. Jeffords. Wliat you are saying as I understand it is that in 
order for Mr, Healy to be right there would have to be located behind 
some mountain somewhere an actual lot of heifers all ready to go into 
the bam. Then they would come tramping their way into the bam 
when a farmer culled; is that right? Isn't that what would have to 
happen, Mr. Healy, for vour analysis to be correct ? 

Mr. Healy. No; the heifers are there. The question is, of course — I 
think maybe you can direct this to Mr. Robinson, he knows the most 
about it, he does milk cows for a living. 

The fact is that you have so many stanchions in your barn. You keep 
them full and you have the heifers to do it. If you get aid for reducing 
one of them, I would think the objective of the program would be to 
keep that stanchion empty for some period of time. 

The heifer is there to put in. If you do not say "We are paying you 
to reduce production through the culling of animals," I would believe 
that some regulation must be written to assure the Government that 
you, in fact, do reduce the number of your milking herd. 

I think Mr. Robinson could tell you how he feels. I dont know. 

Mr. Jeffords. Mr. Robinson, I know you have considerable knowl- 
edge of the dairy industry but in order for Mr. Healy's analysis to be 
correct there would have to be a group of heifers running around that 
are ready to be milked that aren't being milked; isn't that correct? 

Mr. Robinson. I don't know of any that are around that are not 
being milked. 

Another point in your favor is that when you get rid of all of these 
cow numbers that we talked about, those are factories that produce 
other calves which also are part of the future herd. This is a point 
that has not been mentioned which is in favor of the argument for 
your bill. 
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I looked at your biU ; I thought it was a great start. It was an innova- 
tion that I admire you for because we need people thinking of new 
ideas and this is a new one. But I don't believe that this bill will pass. 
I feel that it is a great start though. I just cannot imagine with the 
price of ciill cows today though that Congress will pass this bill. 

Mr. Jeffords, Of course, there is another option which I would like 
to point out which I mentioned to the administration. Although it 
might not pass at this time in its present form that it is very difficult 
for me to see how it would not be advantageous for the Secrotarj- to 
have that as another arrow in his quiver in the event that the circum- 
stances are such that he might want to use it. How do you feel about 
that? 

Mr. RoBiKsoN. I agree with that 100 percent. It might be one of those 
things that we had m the background waiting and if we needed it at 
some later date to keep this high and low that we are trying to fight; 
that part I could go along with, 

Mr. Baldus. I see Mr. Healy nodding his head. Would you like to 
make that part of the record, Mr. Jeffords ? 

Mr. Jeffords. If depends. 

Mr. Healt. Mr. CTiairman and Mr. Jeffords, I have the highest re- 
spect for this committ**. I think this bill is an excellent thing for this 
committee to keep in its hip pocket. There may be a time that we need 
it. So why don't we keep it here where you can act on it. If it is needed 
at that time, then there will be real impetus behind it when you do 
act on it. 

I think it would be better kept with your committee rather than 
jnst another authority passed on. 

Mr. Jeffords. The only way that could be logical, in my mind, would 
be to imply that it would hare to be mandatory and we could not count 
on the Secretary to use it. Therefoi-e, we should not pass it because we 
could not count on the Secretary ever using it. I liave more feiith in 
Secretary Bergland. 

If the figures of Dr. Mix are right that we could save $200 million 
for the taxpayer, I would rather have the Secretary have it than this 
committee. 

I don't mean to imply that I don't trust this committee, but where it 
would go from this committee and how fast it would get there would 
be a concern. 

Mr. RoBiNBox. But the mechanism to get it into action I think needs 
to be set up so that it can happen imm&liatcly, not wait 6 months to 
get this committee to pass it on and give the authority. If it were al- 
ready there and the time arrived that we could use it, then the Secre- 
tary could use it immediately and not depress prices. It would only be 
used when the price of cull cows were low. 

Mr. Jeffords. Thank you, Mr, Robinson. 

Mr. Baldus. Mr. Kelly is normally a very quiet fellow and seldom 
has anything to say but we will call on him ]ust in case. Mr. Kelly ? 

Mr. Kelly. Thank you, Mr. Chairman. 

I don't want to unnecessarily break the silence but I am excited. 

Mr. Healy. how did you get to be secretary of the National Milk 
Producers Federation? You ainienr to be a newcomer from your 
testimony. Have you been engaged in agriculture long? 
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Mr. Healt. For quite some time. 
Mr. Kelly. And representing fanners in Congress? 
Mr. Healy. For quite some time. 

Mr. Kelly. You don't seem to be entering into the spirit of this 
thing. 
Mr, Healy, In what respect, Mr. Kelly, or shouldn't I ask that? 
Mr. Kelly. What we ai-e doing here is that we just got throu^ in- 
creasing the price support for milk, and increasing the price encour- 
ages production. We spent money to do that. Kow we are going to 
spend some money to reduce production. You are just not getting into 
the tempo of things. 

Wliat this will do— because we are going to put 55 million pounds of 
beef into the market per month — we will reduce beef prices. But then 
we just got through subsidizing the farmers' loans, the interest rates 
on their loans, in order to encourage their production. So although th% 
prices are depressed, they are being subsidized so that they can operate 
and encourage production. 

You just don't seem to really have a giusp of the whole thing. I 
mean I just don't really understand. Maybe one of us is confused; do 
you think we are ? You seem to be acting as though for this to be 
logical there should be an empty stanchion. I am certainly surprised 
and maybe a little affronted by your trying to be logical m this con- 
text. 

Try and help me understand. 
Mr, Healy. I will. 

It is true, Mr. Kelly, I have been coming here quite some time — 
about 30 years. I sincerely believe that the programs that I have 
brought to this committee and other committees is representative 
of the thinking of the Nation's dairy farmers. They have been pro- 
grams designed to provide a healthy, stable market into which farm- 
ers can sell the fruits of their labor and at the same time programs 
which will supply an adequate supply of food to consumers at reason- 
able prices. 

As I look back over all these years that I have been coming here, I 
think I can tell you that when I have appeared before this committee, 
it has been in this interest. 

These programs which we bring here are an interdependent com- 
plex of programs. In our judgment, we are truly representative of the 
marketing efforts of farmers across the country. In our judgment, 
this just does not form a part of that perfect circle. 

Mr. Kelly. Didn't you testify that we have reduced the time that 
a worker in the United States has to work— from 28 minutes to 9 
minutes — to purchase a half gallon of milk? I think it is marvelous 
and I think maybe brings yoii back into focus and context with your 
30 years' experience here; you attribute that to Government pro- 
grams. 

I wonder if we could give any credit at all to the idea that the 
United States happens to be one of the most favorable landmasses in 
the world for the production of agricultural products, in addition to 
these good Government programs. 

I wonter if the fact that we are the most industrialized nation and 
that we have the transportation system to move the fertilizer and do 
the things that have encouraged all this good stuff, plus tiie fact that 
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all of this technology and industry and wealth and landmass and 
natural resoiirces that are indigenous to this country have caused 
our workers to be fairly efficient compared with, say, those in India. 

Are you taking the position that it is all of these good pro)rrams 
that have now brought us one more time to the brink of double-digit 
inSation as being the sole cause of all of this good stuff you describe 
going from 28 minutes to 9 minutes t 

Mr, Healy. I think in addition. Mr. Kelly, we should put in there 
the great increase in productivity of the American dairymen. That 
is something to be sought in all parts of the world. 

Mr. Kellt, Wliat about the industrial workers; they are coming 
from the otlier end of the tube, aren't they ? 

Mr. HiL\LY, I did not mean to imply that Government programs are 
solely responsible, 

Mr. Kelly. Were you implying that in spite of them ? 

Mr, Healy. I did mean to state that they liave played a very signiB- 
cant part in allowing efficient farmers to provide milk at an ever- 
decreasing absolute cost to consumers. They are only a part of it but 
a significant part. 

Mr. Kelly, Let me ask you this. To put the testimony that you gen- 
tlemen have given into context; it doesn't bother you at all that the 
context in which you testify here this morning wanting more Govern- 
ment subsidy and more Government money and more Government 
expenditures is in a context where we already liave — according to this 
administration— budgeted something like $65 billion in deficit and 
over half-a -trill ion dollars in budget. You think that we are just all 
going to get on the train and we haven't got a thing to worry about, 
]ust spend, spend, spend. 

This is what the people out there in agriculture, this is what you be- 
lieve as businessmen is the best thing for this country today and for 
the dairy farmer included. 

Mr. Healy. No. 

I think it is important to know in, again, absolute terms what this 
dairy program has cost. The program was put into being in 1949. In 
1949 dollars this program has lent its weight toward producing an 
adequate supply of milk to consumers at an ever-decreasing cost. It has 
averaged about $200 million a year. 

Mr. Kklly. r^et me ask you this, as I asked the people here this 
morning. What are the facts and figures that you have — and I would 
like a copy of them. I would like them in the record, and I would like 
to get a copy myself — that will demonstrate that the American con- 
sumer and the American taxpayer have in any way benefited from 
these Government programs. What you have done is just have a flat- 
out giveaway. You are causing the people of this countrv to buy milk, 
that they demonstrate in the marketplace by free choice that they don't 
want, and causing them to pay a price for it that they are unwilling 
to pay as a voluntary act. Tsnt that the truth ? 

Right now we are encouragiiiC production when, in fact, the real 
problem wo liave is overproduction. This bill is evidence, stark, real 
evidence, that that is true. 

Mr. Hkai.v. Mr. Kelly, I tliink what we constantly strive to do in 
the indristrj, this committee, the whole dairy complex, is to keep supply 
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in close balance with the demand for it at a reasonable price. I think 
wo have done that very well over the years. We are, right now, very 
near to balance in this sclieme of things. Last year we were only 5 per- 
cent out of balance. By the end of this current year I would say that 
we would be very close to balance. 

When we produce too little milk, then prices skyrocket beyond your 
imagination or mine. The dairy industry does not want that either. 
We want — as the Congress does — an adequate supply at reasonable 
prices and at stable prices. 

Mr. Kellt. But the point I am tiying to ask you for is this. Do you 
have any accounting records, do you have any evidence to show that 
the consumer, the taxpayer, is benefiting from ail of this good stuff you 
are doing for them ? The truth of the matter is that you cannot keep 
the price of milk down doing what we are doing. We are building a 
floor, and this floor right now is at the highest level in history; true? 

Mr. Healt. No, sir. 

Mr. KeijLT. When was the floor higher ? 

Mr. Healy. Kight now we are at about 81-somebhing percent of 
parity. In the early 1950's we were at 90 percent of parity. Again in 
the early 1960's we were at 90 percent of parity. 

I hasten to remind you that in 

Mr. Kelly. For what period of time did we have these levels that 
you are speaking of ? 

Mr. Healy. Two or three years each. 

Mr, Kelly. This floor is pretty close to being a ceiling isn't it ? 

Mr. Healy. No. 

Mr. Kelly. There is no ceiling but the floor is up about where the 
ceiling is. 

Mr. Healy. That is just what I was about to say. 

I think I should call to your attention that when prices were dropped 
dramatically in 1974 throiigh the operation of Grovemment programs 
squeezing production far below demand, in the following years con- 
sumer prices reached well over 100 percent of parity. 

When we do not operate these programs so as to assure 

Mr. Kelly. For what period of time did they last? And what is your 
projection about how long these prices woul^ last before production 
would catch up with them ? 

Mr. Healy. About li^ years at that time. 

What happens is this. If we do not have this stable floor under milk 
prices, then farmers go out of business, prices rise, farmers come into 
business, and then prices fall. You have a constant boom-or-bust thing 
which is confusing as it can be to the market and consumers. It is very, 
very discouraging to fanners. 

Mr. Kelly. That is the way we used to do it ; isn't it ? 

Mr. Healy, That is the way we used to do it. 

Mr. Keixy, ^Vhat wasthe national debt at that time? 

Mr- Healy. I don't know but I can look and find out. 

Mr. Kelly. You are pretty certain that it wasn't anything like it 
is now where we have an obligation of almost $5 trillion just for two 
items, none of which even appear on the budget, all because of this 
same philosophy. 

Mr. Healy. I will not let the American dairy fanner accept the 
responsibility for $5 billion debt in any respect. 
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Bnt in auFwer to your qiicfttioii. llr. Ki-lly. yes; T will prm-jil*' ittr 
TOD and for thit^ comniitiet' n wull-n^aKonp^i. prpntly dornmpntwi «.-- 
oonnt of the value of thif prriprum To the consiimoi' and the Majmyrr 
of this country. 

Mr. HAiJtuii. TTitlioui nbjpction. that will appc^ar in the TW^rd «1 
thispoint. 

[The shore requested mntenal follows:] 
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Mr. Keli.y. Will you see that I Ret a copy of that? 

Mr, HiuvLr. Yes, sir, you will get it. 

Mr, Kelly. Thank you. 

Mr. Baldus. Mr. Jeffords, do you have further comments? 

Mr. Jefpords. I just wanted to ask if Mr. Healy would agree with 
tliis. Wo liave noted as time goes by tliat we have a ratchet eifect oc- 
curring when we liave a shortage in supplies and tlie price goes way 
up to the consumer. Can you tell me what happens when the price to 
the farmer goes down because of the increase of supplies and what 
happens to the retail price and what kind of correlation there is ? 

Mr. Healy. I was m Minneapolis yesterday and read an article in 
the paper that prices for milk were going to advance 6 to 8 cents a hali 
gallon immediately. This price support increase which went into ef- 
fect the first of April, if it ie reflected in the M-W price, will be appli- 
cable to June milk. So the market did obediently raise its prices, al- 
though it has not yet changed. 

We find that quite often that consumer prices rise when farm prices 
go up. When farm prices go down, it is very rare that consumer prices 
follow. 

I hasten to say, Mr. Jeffords, that there is no great grab by the 
middleman in the milk business. I do not represent them, out we have 
watched it very carefully, I think that probably they are operating 
on srane lesser return on their investment thaji they are entitled to. 

This disturi>s us. It disturbs us as producers because they are our 
first customer. There is no great middleman grab. 

Mr. Jeffords, That isnt what I was aiming at. My point was^at 
least from the studies that we have done in the committee indicate that 
when a situation exists such as that in 1973 and 1974, that tremendous 
increases occur in consumer prices. Then with this increase in supply 
which resulted in a very substantial decrease in the farmers' price — 
I remember it was something like a 20-percent decrease in the 
farmers' price and about a 1-percent decrease in the retail price — 
what happens is that if we don't stajbilize the market, prices go up. It 
is the consumer and the farmer who are the losers. It juS^ hasn't 
worked out as the judge would have us believe. 

Mr, Healy, I think it is best for the farmer and the consumer to 
have stability at reasonable levels, 

Mr. Jeftords. Would you agree with me also that if we had the 
system working perfectly with the exception of such social judgmuits 
aswe make in our Public Law 480 program and for domestic delivery 
of COC products that we would still have a milk support system but 
that it would zero out or practically zero out at the end of the year. 
But it would be necessary be<?ause of the nature of the milk markets 
ing situation where you have the flood in the short period; ia that 
correct? 

Mr. Healy. That is correct. 

It is just as much a part of public policy to help the indigent wherever 
they are as it is to provide an adequate supply for other people. It is 
that part of our policy which has not been pursued properly. We have 
not bought tremendous quantities of milk in the recent past because 
there was not a great disparity between that which was produced and 
that which was purchased. It just is that the milk business is a tre- 
mendously high volume affair— 123 billion pounds of milk. 
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A little 2, 3, 4, or 5 percent of that constitutes tremendous. I think, 
opportunity to feed people who are liiingrv. 

Mr. Jeetords. In order to make myself feei more confident (hat wp 
have not thrown a lot of money away, let me ask this. The $2()0 million 
figure that you were referring to, that didn't result in us burning non- 
fat dry milk or dumping it in the ocean, did it? 

Mr. Healt. No, sir, I don't think there has ever bocn a case in 30 
years of the program where we have lost commodities. It always even- 
tually has been put to a use which could be supported by every Ameri- 
can, mostly feeding hungry people. 

I think the Commodity Credit Corporation has done an excellent 
]*ob in maintaining its stock always in a usable form. There lias been 
no misuse of this, no disregaid of it to the point that it had to be 
destroyed. It has always found a good use. 

All I say is that let s get about putting it to a good use (jiiickly. 

'Mr. Baij>us. First of all, I would like to apologize for the short time 
that I was not here. I had some public works projects in my district, 
and people think that that is important as well as the dairy program. 

I think the witnsses here today have put into the context very well 
and talked about the various governmental programs and policies that 
we have. Those have been beneficial to both the producers and the 
customers. 

I think that at any time that consumers are purchasing for less than 
parity or less than 100 percent, that certainly is of benefit to consumers. 

I think also, as was pointed out, that some inventory in oi-der to 
maintain commitments ootli domestic and foreign is necessary. The 
fact that they have inventory is not per se bad. That is tnie of grain 
conunodities. I think it is true of dairy commodities equally so. As we 
become more interdependent with other countries, it is necessary that 
we be a dependable source. 

I think it is useful that we recognize the fact that the inventory 
that we have on hand is certainly a higher value per imit now. If we 
assign the same value per unit that was assigned some years ago, it 
would make it appear less. 

I have one question. There was some testimony about making the 
support price more flexible. I think that most will agree that the pro- 
gram is working although some fine tuning may be necessary from 
time to time. My question is this. Giving the Secretary that discretion 
or that authority, now often should he use it ? 

I am a little concerned that if we try to follow the market from 
month to month or even quarterly or semiannually that it may have ft 
very disturbing effect on the market and a distorting effect on deci- 
sions that dairy farmers have to make. 

Would any one of you like to respond to my concern ? 

Mr. Healt. I can tell you where we came out, Mr. Baldus, 

We first proposed a semiannual adjustment to the Congress. The 
reason was that we looked for stability in marketing. With the great 
increases in inflationary rates the dollar value of milk prices, of course, 
declines rapidly. 

We felt that it would be much preferred to bring milk prices up to 
date on a semiannual basis rather than have to wait for a whole year 
and catch totally up with inflation. In the first place it would allow 
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farmers some increase which would allow them to meet the cost of 
inflation. 

Second, it would not be such a shock to the market and consumers 
when you had to catch up all at once. 

I think the Congress is very wise in adopting this new approach. 
It is certainlj' one which we should look at for the next several years 
to see what its effect will be. I think pretty generally the half-year 
thing is just about right. 

The 43-percent increase that was brought about here last month is 
not an undue shock. But certainly it is a welcome relief to the farmer 
who is also affected by inflation. 

Mr. Robinson may have some ideas on that. He works right with it. 

Mr. Baldus. Mr. Eobinson ? 

Mr. KoBiNsoN. At one time we even talked about quarterly adjust- 
ment but we came to the conclusion that was probably changing too 
often. We compromised on a semiannual adjustment. 

Just think about this. If the price chants as much in the next half 
as it did in this we would have an 86-cent increase at one time and 
that is a shock, as Pat said, to the consumer and then the farmer is 
lagging way behind. 

Mr. Baldus. The fact that there are adjustments on it on a semi- 
annual basis is a cushioning effect. 

Mr. Robinson, Yes, sir. 

Mr. Baldus. Thank you. 

Mr. Kelly? 

Mr. Kelly. One of the purposes of the federation is to try and fur- 
ther the best interests of the dairy farmer ; is that a fair statement ! 

Mr. Healt. Yes, sir. 

Mr. Kellt. Is this organization registered her© as a lobbyist ? 

Mr. Healy. Yes, sir. 

Mr. Kellt. Does it ever strike you as being strange that when some- 
one in your capacity comes here and talks about these Government sup- 
port programs that never cost, they are just a supergood thing for the 
public ? When I listen to you I hear you saying that we, out of the com- 
passion of mankind, must feed the starving people of the world. 

When I go down home and I listen to these people, they say, *TVe 
have just had it clear up to here with these foreign giveaways," 

I wonder why it is that you seem to have so much more compassion 
for the people that are hungry in the world. Is it just that everybody 
that pr(M3ucos milk just automatically has a big heart ? That sounds lifce 
the theme for a bumper sticker. It isn't a question of giving this food 
because we are goodhearted guys but it is a question of who pays the 
bill. 

Now I want to tell you something. If you come here with a message 
that you and the people you represent got a bunch of milk you want to 
give to starving people, I have about 800,000 constituents that would 
say "amen" to that. 

But what you want to do is send the bill to someone else to satisfy 
your need for humanitarian concern. I would like you to explain why 
it seems that you have such an interest in hungry people. 

Mr. Healt. In the first place, Mr, Kelly, I think you misinterpreted 
or I was unclear as to my explanation of what I was saying. 
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Milk producers of this country did not develop the national public 
policy expressed in Publjc Law 480. Congress and a President did that 
and came to us and said, "Will you give us food to meet this national 
public policy ?" We said, "Yes." 

I guess what I am here saying today is this. I have asked the Con- 
gress to implore the people who have the responsibility for meeting 
that mandate of Congress to get about their business and use this food 
that we have produced for them to use. 

Mr. Kelly. IVhat you are saying is that Congress thought up Public 
Law 480 all by itself and it didn't have any help ; is that what you are 
representing to me ? 

Mr. Healt. No. 

Mr. Kellt. Don't you think that some people, maybe someone just 
like you in representing the interests that yon are, thought that was a 
"ginger-peachy" idea. 

Mr. Healt. I was here in support of that legislation. 

Mr. Kelly. Congress did it and they have to take the rap for it. That 
is why they have a 51-perrent minus rating for the job they do in my 
district. Tliev didn't do it all l>y themseh'es, they had some help. I just 
thought mayW you might have helped them. 

Mr. Healy. Yes, sir, I was here. 

Mr. Baijius. Mr. Jeffords? 

Mr. Jeffords. Dr. Mix, I would like to ask you a couple of que^ions 
relative to the cull bill. 

First, generally speaking wliat kind of beef are we talking about 
when we talk about cull cows? "What market does that supply? 

Mr. Mix. We are talking about utility grade beef by and large. This 
is the so-called hamburger market. 

Mr. Jeffords. Can you tell me what market imported beef provides 
for? 

Mr. Mix. Most of the imported beef would be of utility grade and 
that would also supply the same type of market. 

Mr. Jfj'foros. Generally speakmg, a great deal of tlie competition 
would occur with imported beef, not the steak market or the roast beef 
market. It is the hamburger market that we are talking about. That is 
the one that is primarily supplied by the imported beef; is that 
correct? 

Mr, Mix. That is correct. 

Mr. Jeffords, I have one other question dealing with tlie effect that 
this bill on certain other parts of the dairy industry. With respect to 
a processor, who is processing butter an<i nonfat 3ry milk, product 
flow-througli is very important. A processor operating below maxi- 
mum production, would reduce liis income for that processing plant; 
is that correct ? 

Mr. Mix, A i-efluction in plant surplus would have the net effect of 
increasing unit cost. The fixed cost per unit would go up. In that sense, 
if the pro<luct were being sold at tlic support, price, yes, it would tend 
to reduce the net mai'gin of that particular processor. 

Mr. Jefiy>rdk. So a pei-son who was a manager of a processing plant 
might have a different view on tliis bill than a dairy farmer; is that 
correct? 

Mr. Mix. I tliink that could very well be true. 

Mr. Jeffords. Thank you very much. 
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Mr. Baldus. I had an employer one time who said that it was the 
hottest fire that forges the finest steel. I ^es§ what we are trying to 
forge here is a quality policy. I think this has probably been a very 
useful day of testimony. 

I want to thank the witnesses very much for being here. 

Are there any furtlier questions ? 

Mr. Kelly. Mr, Chairman, I do have one additional question. 

As I understand the situation, every heifer that is out there, whether 
it is behind the mountain or whatever, they are all of equal quality. 
Every heifer out there is going to be put into a stanchion and become 
a part of the milking herd ; true or false? 

Mr. Mix. That is false. 

Mr. Kelly. So I wonder if it just might be that if we start culling 
at 15 cents, as per this bill, that what we are going to do is that we are 
going to fill up those stanchions with heifers of higher quality. We are 
not going to use cattle of lower quality to fill the stanchions and that is 
exactly what Mr. Healy said we are going to have — the same herd 
levels anyway. The only difference is that we will have increased 
production. 

Mr. Franklin. I think that I would like to answer that. 

Those heifers are out there. To my knowledge there has never been 
any vast number of heifers when they got ready to calve that first calf 
that was sent to the beef market unless they happened to be stricten 
with a disastrous disease like brucellosis or something. 

Therefore, they will be milked anyway. There is somebody who can 
use those heifers and will use those heifers. 

Perhaps you don't realize that a farm that has three cows can keep 
three animals for every two stalls without creating any problem with 
his herd health or handling of the animals. It used to be that if ypu 
had a stanchion and you had a cow in it that was fine. Now if you have 
two stalls you can put three cows in them and not create anv problems. 

So those heifers are going to be milked whether the cull cows are 
kept or sold. Those heifers will be used. You are going to cut yonr 
overall number of animals. 

Not all of those heifers are going to be of the same quality. The poor 
one are going to be beef before the good ones, hopefully. 

If you just close the borders to import so that no more animals can 
be brought in, that is the whole secret of it. You have to stop your 
import because it is not too big a job to go to Canada and bring down 
a few trailer loads of animals. Of course, they are not because of the 
brucellosis problem. 

Mr. Kelly. Your testimony is that there are no surplus heifers in 
the United States, 

Mr. Franklin. Absolutely not, as far as what is going to be milked. 
There may be surpluses as far as what we want for production but 
they are not surplus in what are going to be milked when they have 
a calf. 

Mr. Kelly. The conditions of the market don't determine the num- 
ber of heifers that are going to be milked, we just milk them all. If they 
hit that ground alive, flien we are going to put them in a stanchion and 
milk them and we have some sort of a guarantee that that is true. 

Mr. Franklin. Any heifers that are raised— and as Dr. Mix told you 
it takes 29 months on the average to get an animal into production — 
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Mr. Keixt. Eeplacement heifers are available ; aren't they ? 

Mr. Mjx. Just very lately by the area. The area that tliis gentleman 
is from I know the skuation. Tliere is a shorta^ in some instances. In 
other cases, there is a very lieavy supply of heifers; yes, 

Mr. Baldus. Again, I want to thank the witnesses for their appear- 
ances here today. I think this has been a very productive session. 

This committee will stand in recess until April 20, at 10 a.m. 

[Whereupon, at 1 :25 p.m., the subconmiittee recessed, to reconvene 
at iO a.m. I'liursday, April 2,i}.} 
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CURRENT AND PROSPECTIVE SUPPLY AND DEMAND 
FOR MILK AND DAIRY PRODUCTS AND DAIRY 
HERD REDUCTION ACT OF 1978 



THTTRBDAY, APBIL 20, 1978 

HoDSB OP Repkesentativeb, 
Sttbcohmittee on Dairy and Poultry 

OP TH£ COMMITTBE ON AqRICULTDBE, 

WaaMngtan, B.C. 

The subcommittee met, pursuant to recess, at 10 :12 a.m., in room 
1301, Longworth House Grace Building, Hon. Charles Rose (chair- 
man of the subcommittee) presiding. 

Present : Representatives Nolan, Ealdus, Ammerman, Jones of North 
Carolina, Volkmor, Jeffords, and Hagedom. 

Staff present: Lmda Miller, clerK; Carol Forbes and George M. 
Dunsmore. 

Mr. Rose. The Subcommittee on Dairy and Poultry will please come 
to order. 

We shall begin our second day of hearings into the general subject of 
the current and prospective supply and demand for milk and dairy 

Eroducts, including Government holdings of dairy products, and the 
ill H.R. 10768 by Congressman Jeffords, called the Dairy Herd Re- 
duction Act of 1978. 

Our first witness is Hon. Richard Nolan, Member of Congress and 
member of this subcommittee. Congressman Nolan is submitting a 
statement for the record which we will accept at this time, without 
objection. 

[The statement referred to above follows :] 
(106) 
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income of dairy fanners — only to stabilize a very volatile industry 
and insure a production capability which is in the national interest. 

We want to again stress the importance of the word "adequacy" and 
consider the consequences of an inadequate supply. If tinkering, abns- 
ing, or misusing the support program upsets the stability of the domes- 
tic industry, the result will be shortage, rationing, and huge price 
swings which put extraordinary economic pressure on the lower and 
middle! income groups of consumers, if they can get milk at all. 

If you will turn to the graph labeled "exhibit I" — and I think most 
of you should recognize this as a graph that we at AftlPI used a year 
ago in urging higher price supports, although we have updated it 
somewhat — you can readily see the period of stability generated by a 
functioning program and the volatile condition which resulted from 
the purposeful unwarranted tinkerinff with the program in 1972. 

Last spring we testified before the House and Senate committees to 
show: 1, Too low a support level — in this case 75 percent — will bring 
about unstable prices and production ; 2, the unstable "free market" 
concept will not maintain long-term domestic milk production capa- 
bility; 3, the costs of the program to the taxpayer will ultimately be 
higher because instability causes Government purchases to fluctuate 
wildly ; and, 4, consumers pay significantly more for retail dairy prod- 
ucts as a result of the instability. 

We also showed you that there is a lag of at le«^ 2 years beifore 
fanners can respond to high prices to increase production. Heifer 
calves must be retained and grown out for 2 years before they reach 
the milk production stage. 

As you know, the upshot of the hearings last spring — and we were 
very pleased — was reafGrmation of a working support program and 
support was set at 88 percent of parity. 

Today we want to show you the direct results of that decision. We are 
pleased that we are back to support that position we todi a year ago. 
We will show you that the dairy industry is returning to the normalcy 
that has helped stabilize prices for some 30 years, except for the 1973- 
75 period which we discussed earlier. 

Exhibit n shows this return to normalcy in the decline of the num- 
ber of cows in domestic production. 

There has been a substantial increase of some $12 to $15 in beef prices 
in recent months, accomplished by a sharp increase in culling of the 
dairy herds of the Nation. By "culling," we mean the reduction. The 
USDA milk production reports show a reduction of milk cows between 
January and March 1978 amounting to 48.000 cows compared with 
24,000 in the same period 1 year ago and 25,000 2 vears ago. 

That is significant in two ways : 1, The 48.000 is not abnornial ; that 
is getting back to a more normal range. The 24,000 and 25,000 in the last 
2 years were abnormal, being on the low side of reduction of herd. 

It appears that we are now getting the iob done without causing the 
economic hardship to the beef industry that might arise if the cow coll- 
ing incentives should depress beef prices. 

Exhibit III shows this return to normalcy in milk productiCHi per 
cow which was skewed during the unstable period. 

Obviouslv. this is percent changes from the same month a year ear- 
lier. On exhibit III, you see 1969, 1970. and 1971 when we had the 
normal increase in production per cow. That is genetic improvement 
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which we expect and aooept. It will be about 5 peitfW — thai has lw>« 
the Txage over the vears — in increased genetic iniproxTment i«er chw. 

If we had the time. I could show you why we had the dro|'w in ISTU, 
We had high jrrain prices and farmers took some jfrain away and they 
took some proteis away. 

If you can follow the first chart, it is very intet^tinjr. Vo« oan jro 
back to mid-li*74 when prices did move up Ixvau^- of shortap«? in dairj" 
products, ll>2 percent of parity. Farmers could alTord to feed aj^ain. 

Then there was the short-term response when we brou};ht in heavy 
imports in 197,i. The advantages were not there. 

Obviously, then, total milk production is a fimctimi of thes* two 
factors — number of cows producing and production per cow. 

Exhibit TV shows the net effect on U.S. milk producti(m. The decliiifi 
we predicted at the hearings last spring is readily visible. 

Based on this data, as well as cull cow price trends and an analysis 
of the milk-feed ratio, we are led to believe absolutely tliat total 1!>7S 
U.S. milk production will be down significantly from U>7T. In fact. 
1978 production should be under 12-2 billion poimds and next ^i-ear 
should see an almost complete return to the normalcy which pxisted 
prior to the tinkering and manipulation of the prt^ram wlucli wa,s per- 
petrated in the early seventies. 

All right. We believe we have shown that the program works as 
Compress has intended — in the public interest. 

You may have been led to believe that the current CCC purchases of 
dairy products are so ruinously large that they jeopanlize the ontiro 
milk price-support program. Again, we do not need to s^ieoilato on the 
trend of CCC ptircliase levels. We can best put them in perspective 
bj examining exhibits V, VI. and VII which show conclusively that 
present purchase levels are not extraordinai-j'. In fact, current purt^haso 
levels are quite low when put in long-term perspective. 

We must remember that in order for the program to work to stabilize 
prices, CCC must buy product to put a floor under tlio market and then 
product must be available to sell back to keep prices from escalating 
wildly as they did during the period when support, prices were lield at 
the 75 percent level. 

Current holdings, however, do trouble us. During the period in the 
early seventies when the program was being manipulated, CCC liold- 
ings were almost totally depleted. This caused domestic; programs, such 
as needy family and school lunch, to atrophy and foreign aid programs 
to wither away. 

We are anxious for CCC to regain its credibility as a source of nu- 
tritious dairy products for foreign as well as domestic programs. 

THIS CREDIBlUTr WILL BE REOAIlfED IN A STARLB DADir ECONOMY 

Furthermore, any nominal program costs are. massively outweighed 
by two very real facts: {!) The real cost of dairy products continticfl 
to decline like no other commodity, and (2) analysis of Consumer 
Price Indexes for "All Tt<>ms" or "All Foo<l" show significantlv greatflr 
increases tlian does the "Dairy Products" index for any jmrtod in re- 
cent history. 

In cnnchtsion, let me say that we appreciate well-meaning attemptit 
to modify fundamental national dairy policy tliroiigh proposalH for 
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direct farmer subsidies, production controls, or the use of totally 
unreliable imports to balance supply with demand. However, we be- 
lieve the present program, if given a chance to work, and is adminis- 
tered pi-operly and as Congress intends, is the only legislation re- 
quired. We strongly endoi-se tlie maintenance of support levels at the 
8ii to 87 percent level which has historically proven will result in a 
functioning progi'am. The public and national interest can best be 
served by learning fi'om the long-tenn perspective of tlie milk price- 
support issue, and an even-handed administi'ation of the program as 



I would like to quickly summarize what I have tried to present 
here. That is that the price-support program, No. 1, has served the 
public interest as Congress intended, when properly administered. 

I have attempted to show witli graphs that there is no great need for 
panic as far as purchases are concerned when viewed against other 
years. 

Also, because of these factors in the last years — low grain prices, 
low beef prices, and the after-shock of an improperly administered 
price support program in the early seventies— we had some abnormal 
r^ponses in tlie dairy industry. Now, because of an acceptance by 
Congress 1 year ago that the program should function again, along 
with more acceptable beef prices in the market, as I said earlier, aud 
strengthening of grain prices in recent weeks, we are seeing a F^um 
to what we consider normalcy in the dairy industry. 

Thank you, Mr. Chairman. 

[The exhibits referred to' follow :] 
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Exhibit 1 
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Mr. Kobe. Thank you very much, Mr. Elkin. As usual, we appreciate 
your fine statement and insight which is very helpful to this committee. 

Are there any questions ? 

Mr. Jeffords. First, I would like to compliment you on the charts, 
They are very well prepared and they very well display what hap- 
pened. They make an excellent tool for the parity argument. 

I also gather from your testimony that you believe that the price 
support floor of 80 percent ought to be extended 2 to 4 years, rather 
than be expiring next year. 

Mr. Elkin. Yes ; I certainly would agree with tliat. It is our con- 
tention that if we get levels too low, we are going to have instability. 
We think it was the intent of Congress we should have that. Too many 
people, I think, get excited or panic when the price support program 
starts to function. By "function," I mean when they buy some product. 

Obviously, Congress said that the program shall insure an adequate 
supply of milk. That tells me that there are going to be periods when 
we will have more than an adequate supply. 

Yes; very definitely. 

Mr. Jeffords. Thank you. 

Mr. Elkin. With regard to your comment on the charts, we are 
mdng T7SDA figures. They are submitted every month. That is all 
we are using. We are cwnpiling them and putting them together. We 
are viewing the intent of Congress in the price support program. That 
is what we are working with. 

Mr. Rose. Congressman Baldus ? 

Mr, Baldus. Mr. Elkin, I am very interested in your response to 
report No. 402. I assume that you feel that some of the basis in the 
report, then, is faulty. The report, I think, also acknowledges that 
when it refers from time to time to the ratio between feeds, and that 
if a national crop failure or an international crop failure would result 
in much higher grain prices, then all of the assumptions were wrong. 

Your assumption is that the actual basis for the report was done 
during a period of unusually low feed grain prices, so you would have 
to move that assumption up to the 80-percent range in order to be 
accurate over a long period of time. 

Mr. Elkin. I think the report is not that bad. It is pretty good. The 
conclusions, I think, leave something to be desired as far as we are 
concerned. They have taken the period from 1953 to 1973 and, for 
some reason, ignored the more recent history we have from 1973 to 
1977 which we talked about here. 

With regard to the conclusion that T5 percent of parity would be 
adequate to maintain, we tried that within the last 10 years and it 
wasn't successful. I just cannot figure out why that would be ignored. 

Much of the report is good, but we certainly would like to submit 
some arguments we have had in the last few years. 

Mr. Baldub. That is the purpose of this chart — -to show that over 
a long period of time that 75 percent has not been adequate. 

Mr. Elkin. It has not been ; no. 

Mr. Baldus. Thank you. 

Mr. Rose. Are there other questions from members of the subcom- 
mittee ? 

fNo response,] 

If not, President Elkin, we thank you for your presence and will 
excuse you at this time. 
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Mr. Elkix. Thank you, 

Mr. E08E, The next witness is Mr. Louis Longo, chairman of the 
board, Yankee Milk, Inc., North Andover, Mass. However, I dont 
believe he is here yet. 

Therefore, the nest witness will be Mr, Doug Caruso, general man- 
ager, Farmers Union Milk Marketing Cooperative, Madison, Wis. 

Mr, Caruso, we welcome you, sir. Would you introduce your col- 
league! 

Mr. Caruso. Accompanying me is Robert MuUins, assistant director 
of legislative services of the National Farmers Union, 

[Tne prepared statement submitted by Mr. Caruso follows ;] 
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He In the Induitry find it as difficult >■ the departaent 
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organliatlon' ■ annual convention waa the need for supply control. 
Hlthtn a year of that we were dealing with a shortage that caused 
butter prices to jump sore than a dine per pound in one wholesale 
trading session, and eventually led to imports to drive down 

Ky point is thlsi a milk shortage in a coupls of years is 
not probable, but it certainly is possible. That nust be kept 
in Bind when considering changes in current dairy programs. 

He think continued discussion of the alternativea contenplated 
In the departaent's atudy, particularly with respect to bow they >ight 
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iport such enabling legislation. 
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Mr. Rose. Thank you very much, Mr. Caniso, for your very inter- 
esting statement. Congressman Baldus? 

Mr, Baldus. Thank you, Mr. Caniso, for yonr statement. You can 
be assured that members of this subcommittee will be talking with 
other Membei-s of the Congress about the school milk program. 

I am interested in the production curve that may be occurring now 
and perhaps signals that you are getting to feel that the peak is gone 
even though we are during our flush season. We are coming through 
that flush, and you feel that tlie production and consumption are more 
evenly balanced even during that. Is that correct? 

Mr. Caruso. I would say the flush is going to be as it was last spring, 
which means it is going to be very heavy in the upper Midwest, How- 
ever, I think the trend of increasing production— ^that is, levels above 
a year earlier — is now over. We are coming down the other way. Pri- 
marily I think it is due to the beef situation with the higher market 
for cull cows. Also, some dairy farmers perceive higher feed pricee 
ahead. 

We are not going to see the kinds of increases we have seen in the 
past 2 years. We are, perhaps, going to return to normalcy, as Mr. 
Elkin put it. We should wait and see just what kind of production 
we have here in 1978 before we can consider production restraints or 
reduced price levels, because it could be like salt on a wound. 

Mr, Baldus. In summary, you believe that the general economic cir- 
cumstances and the specific economic circumstances of dairying are 
such that the excesses will not accumulate, 

Mr. Cakttso. No; I think we are going to find that CCC purchases 
in this calendar year are going to be well below last year. The figures 
are already pointing that way. 

I understand that USDA. within recent days, has revised its esti- 
mates down considerably. I had hoped, although I don't see it <»t the 
witness list, that USDA. would have a witness here today to give us 
those new estimates. I do understand that they have revised down their 
estimate for production and CCC purchases considerably. I dtm't know 
i£ the subcommittee has those new figures, but I am sure that will 
point to the same thing. 

Mr. BAij>trs. Tliank you, Mr, Chairman. 

Mr. Rose. Mr. Mullins, do you have a statement ? 

Mr. Mullins. No, sir. I am just available for any questions. 

I would associate the position of the National Farmers TTnion with 
Mr. Caruso's statement. 

Mr. Rose. Thank you, sir. 

Mr. Jeptords. I just want to thank you, Mr. Caruso, for a very fine 
sta.tement. I certainly appreciate your support of my bill. Thank you 
very much. 

Mr. Caruso. Thank you. 

Mr. Rose. With permission, we are going to skip over Mr. Rumler 
and come back to him very shortly. 

Our next witness is Mr. Fred Deamon, director, Dairylea, 

[No response.! 

Mr. Rose. la Mr. Gordon Roberts, secretary, Western General Dair- 
ies, present? 

[No response.] 
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Mr. "Robe. Then our next ^tness will be Mr. Lorton Blair, dairr 
farmer and director of a daily cooperative, Troy, Pa., aocompanied 
by Mr. Warren Lamm. 
* I Trill yield to our colleajrue. Congressman Ammerman, from the 
great dairy State of Pennsylvania, for an introduction. 

Mr, Amstekmax. Thank you. Mr. Chairman. 

It is my pleasure to introduce to the subcommittee this morning Mr. 
Lorttoi Blair and Mr. Warren Lamm. With them is Annette CSiucker. 
I don't know that she is going to testify, but perhaps she oould stand 
up from the audience so that we can see her. 

Mr. Blair and Mr. Lamm are at the witness table. 

On behalf of the subcommittee, it is my pleasure to welcwne yon 
here. 

Mr. Rose. Thank vou. Congressman Ammcrman. 

Mr- Blair, we welcome you, sir, to the Dairy and Ptwltry Subcwo- 
mittee and look forward to your statement; 

STATEH£HT OF LOBTON BL&HL, BIKECTOK, EASTERN KILE PBO- 
DUCEB5 COOFESATITE, TEOY, FA.; ACCOXFAinED BT WABKER 
T-AITM , AGRICUITUBE COKHITTEE, HOUSE OF BEPRESSITTA- 
TITES, COKKOXWEALTH OF FEHHSTITAinA 

Mr. Bl-ue, Thank you. sir. 

My name is Lorton Blair. I live in Troy, Pa, I have been a dairy 
farmer for 30 years. I was the director of Elastem Milk Producers 
Cooperative for a period of 6 years. I was an original member of Secre- 
tary Freeman's Dairy Advisory Committee, whose general project was 
to consider the milk surplus situation at that i>articular time. 

This is a specific proposal, somewhat in accord with that of Mr. Jef- 
fords hut relating to milk supplies, the end product which is milk 
rather than the cow which is an input to the milk supply and the 
problem. 

This plan would be voluntarj- in nature, with direct payments to 
those producers who choose to participate and witliout penalty to those 
who did not. 

The Secretar>- yearly sets a price support le^-el ranging from 75 to 90 
percent of parity. The proposed plan would allow the Secretary to 
decide whetlier total milk supplies were burdensome in nature and 
governmental cost. If tlie answer was ye.s, the Secretary would set the 
support level within tlie present range but would be given the added 
authority to offer a direct payment incentive of iin to 5 percent of 
parity — currently about 50 cents per huiidredweiglit^o tliose pro- 
ducers who would limit their prodiiction as the Secretary might decree. 

True national surplus is now about 5 percent of total production. 
Each year tliousands of producers cense operating and are not replaced. 
Attrition alone would quickly solve the surplus if production per day 
per dair\- did not increase, or increased at a controlled rate whicn is the 
basic object of tliis jtropoBal. The expectation of this proposal is that 
producers could ))articij)ate by stricter culling and raising fewer re- 
placements until the market can use added supplies. 

Producer allotments would be quarterly with each quarter's market- 
ing calculated against the same quarter of the previous year. Those 
producers whose marketing was within the pr -^ ' ^'mit would 
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receive the bonus and those who exceeded the limit would receive the 
regular market price. New producers could qualify after one quarter 
by use of a seasonality adjustment. Producers of 95 percent or more of 
their allotment would receive the original figure again. Those who were 
less than 95 percent would be considered to have shifted their pattern 
of production and the new figure would become their allotment for the 
following year. 

The Secretary could employ this program when he deems it to be in 
the general interest and discontinue it when it is not necessary to try to 
limit milk supplies. 

Congressional action would be needed to implement the proposal. 
The cost of the direct payments would be largely, if not completely, 
offset by the lessened CCC purchases, storage, and disposal costs of 
excessive supplies. 

The proposed plan should not disrunt any seement of the present 
dairy industry and, if proven successful as envisioned, should allow 
the present support price ranee to be kept near the maximum level 
rather than the minimum level which has prevailed for so l<Hig. Any 
lessening of excessive supplies will strengthen local market conditions 
which in some places are in a chaotic state. All procedures should bene- 
fit if this can be achieved. 

I have listed some of the favorable aspects which are somewhat of 
a review of what I have just read. 

This proposal comes to grip with a longstanding problem in which 
both the Secretary and dairy farmers deserve an alternative to the 
"starve them out" theory of the minimum support level. Everv attempt 
to hold the support level above the minimum has failed for the last 30 
years in spite of the attrition of more than two out of every three 
dairymen. 

It allows, at the Secretary's discretion, a payment ranging from zero 
to 50 cents currently and an allotment which is also subject to his 
discretion. 

It is a permanent type of program in that it can be employed when 
needed and held in abeyance when supply and demand are in reason- 
able balance. 

It employs a voluntary participation approach which requires no 
referendum and consequently no sales program on the part of anyone. 

It seeks to correct the basic problem, which is increased production 
per day per dairy, but does not freeze any producer into an uneco- 
nomical production pattern. 

It would seem doubtful that a more equitable program as between 
producers can be devised and. of all agricultural commodities, milk 
marketing is best suited to a direct payment program because of ease 
of administration and control of slippage by the availability of mar- 
keting records. 

I prepared a sample equation. Figures were taken from national 
farm or dairy magazines. These figures could jwssibly be subject to ad- 
justment by proper authorities. 

I have suggested daily marketing by an individual producer at 2,000 
pounds. It is a normal consequence that dairy fanners, even with tlie 
same number of cows, produce more milk each successive year because 
of improved breeding, feeding, and technology as well as s result of 
keeping more cows. 
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I have used a 5-perceiit. figure. If you look up the statistics, I think 
you will find 5 percent is considerably lower tlian average. For exam- 
ple, the New York-New Jersey market haa had in the most recent 
statistics an increase of production per day per dairy ranging approxi- 
mately 8 percent over the same month a year ago. I have iSed 5 per- 
cent, which I feel is conservative. 

This would yield 100 pounds of milk, which is now in excess supply, 
unneeded milk. The cost of 100 pounds purchased by the CCC in cost, 
storage, and disposal, according to one article which I believe was 
attributed to a USDA economist, apparently would be $14.60. Perhaps 
that is not precisely accurate. 

I have taken a direct payment of 50 cents per hundredweight on 
2,000 pounds of milk, which would equal $10. The Giovemment saving 
for that day for that producer, using these statistics, would be $4.50. 

I would like to also mention that the $10 in return for not producing 
the 100 pounds of excess milk might l)e considered approximately a 
value that he would have obtained by sending it to market. However, 
I would like to point out that this would be all net income, whereas it 
takes a very good dairy farmer to retain one-half of the price that he 
receives as income or as profit. More likely, it would be only one-third. 
The direct payment of 50 cents would be perhaps the equivalent of 
300 pounds of increased production. 

Another comment that could be made on this equation is this. It 
would be my judgment as a dairy farmer that a figure considerably 
less than 50 cents would result in wide producer participation in a 
program such as this. My own suggestion would be that the Secretary 
might try 30 cents to 35 cents. I feel that dairy farmers would par- 
ticipate widely in a program of this nature. 

I would be glad to elaborate further or answer any questions that 
you might have on this particular proposal. 

Mr. KosE. Mr, Blair, we appreciate your statement and your obser- 
vations. This is a very interesting proposal that you are making. We 
will certainly look at it very closely. 

Are there questions by members of the subcommittee ? 

Mr. Ammerman. Mr. Chairman, I liave no questions, but I want to 
thank Mr. Blair for coming down from Pennsylvania and presenting 
his ideas. I want to assure him that the subcommittee will consider his 
proposal. 

Mr. Bi-AiR. May I say one thing further before I leave? 

It would be my hope as a dairy farmer of 30 years that this subcom- 
mittee would not fail to fix the roof even though it looks as though the 
rain might be slacking ofi'. 

This problem has recurred time after time over the period of 30 
years, always with the same result. The Secretary drops the support 
level back to the minimum allowed under the law, and usually only 
at election time or thereabouts is it again raised. It is done so with 
the Secretary and the administration sticking their necks out, hoping 
that pro<liiction will not increase, whicli is often, as one other witness 
said, due to factors other than price. 

I would hope that this subcommittee would take that into consider- 
ation. Thank you. 

Mr. Rose. Mr. Blair, we thank you. We appreciate your presence. 
I can assure you we will carefully study this proposal. 
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Although the purpose of our hearing are of a general nature today 
and are not designed at any specific point other than the legislation of 
Mr. Jeffords, it was highly appropriate for you to present us with this. 
We thank you for it. We will be back in touch with you. 

Thank you both. 

Mr. Edward McNamara, are you present, sir? [No response.] 

Is Mr. Patrick Healy present? [No response.] 

Is Mr. Gordon Roberts present ? [No response.] 

Is Mr. Deamon present ! [No response,]. 

Is Mr. Longo present i [No response.] 

Then our next witness will be Mr. Robert H. Rumler. 

Congressman Jeffords asked specifically that we put you on last be- 
cause of his absence for a few minutes. However, I know he would not 
object if you went ahead with your testimony now, sir, and then Con- 
gressman Jeffords can introduce you after the fact. 

[The prepared statement of Mr. Rumler follows :] 
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SUBCOHHITTEE OH DAIRY AND POULTRY 

of the 

CommlttM Ml Aericulture 

U.S. Slate House of Repreaentatirea 

by 

Robert H. Rumler, Eieeutire Chairnian 

HolBteln-FrieBlan AModation tt America 

BrattlriKtro, Vermonl 0S301 



Mr. Chairman, Gentlonen of tt 



1 am Robert H . Rumler , Executive Chairman of Holstein-Frieaian 
Aaaoclation ot America located in Brattleboro, Venaonl. In this capacity 
I represent the interest oT the dairy farmers owning Holsteln dairy cattle 
throughout the United States . Holsteln cattle constitute 90% (J the dairy 
cows in our country. They are owned l>y more than SOO.OOO commercial 
dairjimen who are the backbone of the nation's milk supply. 

Speciflcally . through our organization I repreaent a membership rf 
40,000 indivlduala involved In the breeding (/purebred, re^atered Holsteln 
dairy cattle and "IdentUled" Holsteln females. 

Although our organiiation la not directly involved in the marketing or 
sale of milk or dairy products, II is patently obvious that our members and tb* 
other commercial Holslein dairymen with whom they work have a deep- 
seeded interest in all facets of the dairy industry , particularly in those which 
relate to the supply, demand, pricing, marketing, promotion and consumer 
acceptance of milk and dairy products . Such a position makes it possible tbr 
our organization to be completely objective In its concerns and considerations 
regarding legislative action and Bdministrattre policy related to these phases 
of the dairy industry. 

On behalf of the Holsteln dairymen in our country , 1 wish to commend the 
members of this Committee for Ihe concern which has brought about this timely 
public hearing. 1 also wish to commend Ihe Committee tor Its senaittrity ovar 
the years to the important position of the dairy Industry in our agricultural 
economy and for the leadership which It has provided, frequenQy with com- 
plete success , in initiating constructive legislation on behalf of the induatry. 
Not only this Conunittee , bul the Congreas as a whole has done much over the 
years to develop programs on which the dairy induatry la now dependent fbr Its 
stability. 

In saying this, I do not wiah to suggest that the Job la done or that we are 
dealing with a static situation. Quite to the contrary. This hearing la evidence 
that we are dealing with a Huid , transient situation which suggests perhapa 
there is a need for greater tlezltiility than previously existed. 
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CORSERBTOME8 OF MILK PRICING 

Ther« la a aenae in which axiaUng legislation adopted over the years 
has aatablialMd what can t>« characterized as a national dairy marketing or 
pricing policy. Basic to this structure In the Agricultural Marketing Agreem«nl 
Act of 1937 authorizing the Federal Milk Market Order Program, the Agri- 
cultural Act of 1949 providing for the dairy price support program, the 
provision for import controls as set forth under Section 22 of the Agricultural 
Adjuatment Act and the well establlahed Fanners' Cooperative Marketing 
Legislation which provides for the organization and operation of dairy marketing 
cooperativea by dairy farmers. Obvloualy, other legislation brings its 
weight to bear on dairy nsrketlng issues , but these four represent the 
cornerstones of this phase of our dairy industry . 

1 shaU not lake the time of tlie Committee to review the current milk supply 
situation nor that at the Immediate [msi. The record of Government price support 
purchasea for last year and lor the current nscal year to date are known to the 
Committee and have been set forth in previous testtropny. Notwithstanding the 
current situation wherein March was the first month that milk production fell 
below levels oT the same month a year earlier reversing a continued upwsrd trend 
In production which began in October 1975, 1 am of the opinion that Government 
price support purchases will continue this year. I understand that gotamment 
owned products now stand at 218 million pounds of butter, 31 million pounds of 
cheese and 613 million pounds of non-fat dry milk . To the extent my assumption 
la correct that government holdings will incresse , la the extent to which immediate 
and poBitive action roust be taken by the Administration to divest itself of • aub- 
stantial proportion of these stocks on an emergency basis . 

The mechanism (or auch divesture is currently available. The Adminis- 
tration and the Secretary of Agriculture should be urged to take the neceaaary 
courses of action, prlmarUy through the provisions of Title II of Public Law 480, 
to reduce these stocks. Also, they should be urged to take all other meaaures 
available to them to move out of Government storage a substantial proportion 
of these stocka . 

Without wishing to be critical, the Administration must accept a certain 
share of the responsibility for the accumulation of these products. Admittedly, tlia 
dairy farmers needed every penny of the income provided by the auppori levels 
established last year by the Administration. On the other hand, those levels 
were somewhat above the expectation of many dairy farmera at that time. 

The situation to which this Committee quite properly la now directing 
its attention is important to our Industry , I feel confident that many compat«nt 
witnesses have addressed themselves to this question and drawn tl 
of the Committee to reasonable and practical solutions or alternattvaa tc 
mounting quantity of dairy products under govsrnmeni ownership. 
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WEEDS FOB THE FUTURE 

For this reaaon. I would Uke to take • few moments to brine to *)>■ atten- 
tion at the Comintttee several matters to which it should addreas Itaelf In eon- 
sideratian of the long-Ume, well-bdng of the dairy btdustry In our oountry. 

He might use the old cliche that 'an ounce of prevention ia worth a 
pound of cure." 

First , let me say that we must maintain the tour cornerstones at our 
legitlative dairy pricing poUcy which I mentioned earlier. This being said, 
we can look to thefuture objectively. 

Within the framework at the Agricultural Marketing Agreetnenl Act of 19S7, 
providing for Federal Milk Market Order Programs, we can and must administra- 
tively make a major adjustment In the policies and procedures for compensating 
dairymen for their product. Attached to my testimony are two pubUcatlona addreaaed 
to tliis particular point. One is a cepsule of the proposal and the other entilled, 
"How Should MUk Be Priced?" ID the producer provides greater detail and ax- 
planalion of the capsuled material. Briefly, It suggests the formula pricing at 
Class I milk, the discontinuation of the Minnesota- Wisconsin series as a price 
mover and the component pricing of Class n and Class in milk. Component 
pricing of all classes of milk , particularly Class I , definitely is not the panacea 
suggested by some proponents irf the Idea . Likewise , the general statement 
made on several occaslonB publicly by the Secretary of Agriculture that milk 
should be priced on the bests erf protein fails to take into consldsratlon several 
shortcomings which are also set forth in the publlcatior attached . 

SUPPORT t IMPORT CONTROLS 

In the foreseeable future, tba price support programs authorised by the 
Agricultural Act of 1M9 and the import oontrola maintained under the authortty 
of Section 22 of the Agricultural Adjustment Act must be maintained at all coat. 

CASEIN 

Additionally , it would seem appropriate that casein and caaainMtes should 
likewise be brought under the provisions at Section 22 of the Agricultural AdjuM- 
ment Act. More and more, imported casein and caeelnates are finding their way into 
human foods and livestock feed. Aa such, they do itol rlghtftilly qualify as an 
industrial chemical. At tlie very least, casein Imported for use ss feed and food 
should fall under the category of lmp(»U controlled by Section 11 of the 
Agricultural Adjustment Act. 

COONTERVAILPIO DUTIES 

Enforcement of countervailing duties with respect to dairy products 
is an extremely difficult snd complex problem. Determining what Is and what 
is not on export subsidy on a dairy product coming Into our oountry la difficult. 
Despite this feet, the provisions for countervailing duties must bs maintained. 
They must be encorced more vigorously in the future and and action must be 
taken more promptly than has been the case in the past. 
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Equally damaging to our potential export market are the aubsidiied exports 
of dairy products to third countries capable of purchasing such products trom our 
domestic eupply. Actually we have practically no commordel oxpoii market at 
the prasent time for dairy products from the United States , yet we are fully ci^a- 
able of competing In the world market it a completely tree trade situation exiatod , 
which It does not. 

MTU 

At the present time, we are coming to the point of dedsiini on a number 
of matters under the Tokyo round of trade negotiations. Without tuggastlng any 
lack ot confidence In the capability (tf our MTN negotiatora , both the Congress 
and the Industry must make certain that the viability of our dairy industry 
Is not traded away for what might appear to be more significant, trade sdvantages 
Ibr other enterprises to the ultimate emaaculatlon of our dairy Industry. Eaoily. 
we could stand to loose more domestically through such an agreement than wa 
could gain internationally In other tjrpea of trade. Animal agriculture and par- 
ticularly the dairy phass of our livestock enterprlae Is slgnlflcsnt to our national 
economy, the health of our people and the maintenance ot our soil resource* 
and effective land use well beyond that which is Immediately viaible at the inter- 
national bargaining talile . 

PROMOTION . EDUCATION > RESEARCH 

Aa we look to the future , it is not only necesssry , but mandatory that we 
have legislation which will authorize a nation-wide, check-off program lor 
educational and promotional programs for milk and dairy products and for us* 
in BUpport of nutrition and product research. This suggeatlon takea nothing 
eway from the excellent service now being provided the Industry by those 
argsnlzatlonB wtilch operate on a completely voluntary program. Untortunslely, 
the funds available are not adequate to serve completely the beat Interest of our 
Industry or the well being o(4he consumers. 

1 am well aware that such Initiative ahould be forthcoming trom the leader- 
ship within the dairy Industry. I feel confident that such industry leadership 
would receive the full support and encouragement at this Committee. I submit, 
however, that "reverse English" on such a matter aa this might well repreaant 
an effective initiative. 

DIETARY GOALS 

Also as we look to the future, we may have in the making, within mr own 
wall Intended desire to serve the best Interest of the American public , a matter 
which oould be detriments! to the dairy industry and not completely servient 
to the cause It Is intended. 1 speak ot the "Dietary Goals for (he United States." 
Indeed this can be made a molherbood Issue if such la not already the case. 
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None of us can quarrel with the philosophy behind the movement. We can, how- 
ever, take Issue with Ihs recommendations. This we do quite vigorously based 
on the Information presented ao far by the Select Committee of the Senate which 
is now a Subcommittee of the Committee on Agriculture , Nutrition and Farestry . 
What Is needed , but what has not been forthcoming; is a nell-belanced approach 
to dietary goals for our [People which la based on the efficient and effective food 
productive capabllltieB ot our agriculture . We need to meah together the two funda- 
mentals of dietary balance and what our agriculture can best provide to establish 
that balance . This requires the nutritional equivalent of prudent man Judgment , 
eliminating tioth the sensational ism of dietary fads and the biases or prejudices 
associated vrith incomplete documentation of nutritional research in such a gigantic. 
&r-reachlng and, in soma Instances, counter-productive effort. 

Improperly conceived dietary goals for the United Slates which are not 
balanced as I have suggested and which do not bring Into play other aspects 
Inherent in good human health could have a profound , if not a devasting effect 
upon the dairy industry of our country snd perhaps certain other agricultural 
enterprises aa well. 

SUMMARY 

In summary, Mr. Chairman, may I suggest that the legislative mechanisms 
provided by the Agricultural Marketing Agreement Act of 1937 , the Agricultural 
Act of 1946, Section 33 of the Agriculture Adjustment Act and, when used, the 
prompt, sensitive Implementation of countervailing duties can continue to serve 
the dairy industry well in the future as they have in the past. But also, In the 
future, provisions under the several Federal Milk Market Orders need to be up- 
dated. We need to be concerned regarding the effect of current trade negotiations 
on our industry. We need to establish a more effective check-off program for 
promotion, education and product research. Also, we need to be patently aware 
of the tar-reaching eRects and extensive ramifications of any nutritional policy 
involving dietary goals established tor U.S. Consumers. 



H.R.1076S 



Very closely related to the emergency situation which currently exists 
in connection with the domestic supply of milk is H.R.10T68 Introduced by 
our very able Congressman, Mr. Jeffords, from Vermont. I am sure that IMa 
Committee haa heard testimony from dairy farmers snd representatives of thsir 
organizations in opposition to this Bill , stating that the price of cull dairy cows 
haa increaaed and that the current level ot production now reflects a movement 
of cull dairy cows to slsughter , To some degree ttila la true . On the other 
hand, the proposal under H.R.10T6B has the potential of bringing somewhat 
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more into line, the milk mipply i«i(h demand during (he oominK flush seaoon. 
Hopefully, it would also encour>((e merginal producers to diveet themselve* <t 
• aubstantiel percentage, U not all of their dairy animals. 

1 wQuld reconunend that the Committee consider seriously s revision in 
the wording d the Bill so as to eliminste the words "or dairy oow" st the end 
erf the 11th line of the Bill. The incentive to export bred dairy heifers which 
otherwise would be coming into the milking string in the early Fall is highly 
desirable because of the rapidly Increasing export market tor auch cattle. 
I seriously question the advisability of encouraging under this proposed legis- 
lation the export of cows which have freshened. Presently, many such cattle 
otherwise destined for slaughter are purchased and exported to Mexico. 
This Is an established market which should not be encouraged further by 
U.S. dollars. Likewise, we should not encourage the export of milking animals 
from our herds to foreign markets. It Is conceivable that such exports would do 
more damage to our well-established export program tor dairy breeding cattle 
than It would serve the interest of decreasing domestic milk production. 

Additionally , I would urge the Committee to revise Section 2 (b) of the 
Bill to include an option for a given minimum and maximum number of animals 
In addition to the presently specified percentages between 1! and 25 . 

The latest data which 1 have seen published t>y the U.S. Department ^ 
Agriculture Indicates that the percentage of dairy replacement heifers remalna 
high at 35. 6 per 100 head of cows in mi)k. Unless milking snlmals are moved 
out of the hard to make room for the younger animals, the very slight com- 
parative downward trend in milk production may not continue. The March 
figure tor cowa In milk was estimated at 10,863,000 head or about 1% below 
a year ago . The downward trend In cow numbers is tending to slacken . At 
the same time, we must remember thst the 11,000.000 cows which were milked 
in 1911 produced within 3.S bllliot) pounds as much milk as the 15,550,000 cows 
produced In the record year of 1965 when production reached 126.5 billion 
pounds of milk. Qlven the right set of circumstances, theU. S, dairyman la an 
Incredible Individual. As a matter of fact. In 19TS it took only about half as 
much labor to produce slightly more milk than it did in 196T according to USDA 
figures , Much of this gsin In dairy farm efficiency has accrued to the Amerloan 



Mr. Chairman, I believe the Committee would do well to look favorably 
upon H.R.10T6S If for no other reason than to provide the Secretary of Agricul- 
ture with another alternative for use at his discretion. 

Should the members of the Committee having sny questi<»iB or It I can provide 
additional data or information to support the statements I hsve made, I will be 
very pleased to do so. 
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"HOW SHOULD MILK BE PBICED?" 

Capsule of Gencrol Principles 
he Long-Rnnge Approach S uggested by HFAA 
(The full texl of the Etatement follows) 



e key questions. HFAA takes the 

ClasH I milk should be priced o 

a. Signiticnnt economic ffletorw should be properly 

weighted in the formula this W include a "supply- 
demand" factor 



d. M-W series should be discontinued bs a price mover 

Milk and milk proilucts should be reclassified. Two "Classes" 
should be adequate, but a third or "unclassified" category may 
be desirable 
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Mr. Rose. Thank you, Mr. Rumler, Are there question from mwn- 
bers of the subcommittee ! [No response.] 

If not, thank vou, sir, Mr. Kolan ! 

Mr. Nolan. I would recommend that the other committee members 
please look at my prepared statement. It points to what I believe to be, 
and I think many believe to be, some real serious problems for the 
future in the dairy industry. It outlines some thoughts and ideas that 
I have on how we might go about addressing those concerns. 
[See p. 110.] 

Mr, Robe. Thank you very much. 

I would like to insert at this point in the record a statement by Con- 
gressman Krebs, a member of the Committee on Agriculture, and a 
senes of letters that have come from various segments of the dairy 
industry. 

Thank you all for your attendance at these hearings. I am pleased 
that the information witnesses have brought before us has been reas- 
suring to myself, and I know, my colleagues. It is wiser for legislators 
at times to do nothing to interfere with unchangeable macro-economic 
trends, rather than reacting in haste to deceptive minor economic 
reactions. 

It is my hope to issue these hearings as soon as possible. 

I hope this information will be used by the public and my colleagues 
to allay public fears that we are on an unalterable overprodu^ion 
course for milk and dairy products that will impact negatively on 
government stocks and the taxpayers' purse. We are fully aware of 
CCC stock problems now and how production figures are dropping 
at an estimated 2 percent. We expect this trend to stabilize shortly 
for the year and for increased movement of CCC stocks out into 
public channels. If problems reverse these trends, I can assure you 
that I and the members of my subcommittee will respond quickly and 
legislatively if necessary to insure that the public continues to receive 
adequate supplies of milk on a continuous basis. Thank you again for 
attending these hearings. 

This will conclude our hearings on H.R. 10768, We will have a meet- 
ing of the committee for purposes of markup at a later time, to be 
announced by the Chair. 

We stand in recess at this time. 

[Whereupon, at 11 :11 a.m., the subcommittee recessed, to reconvene 
atthecall of the Chair.] 

[The material referred to above and the extraneous material sub- 
mitted to the committee follows :] 

Statement op Fbed A. Debman, DraBCroR, Daikti^a Coopebative, Inc. 

■ My name Is Fred Denman. I'm a dairy farmer from Livingston Manor, New 
York, in Sullivan County. I am appearing here today both as an Indiridaal and 
as a representative of Dalrylea Cooperative, a 6,000-member dairy marketing 
organization which annually markets almost three billion pounds of milk. 
■ I very much appredate the invitation extended to me by Chairman Rose. 

I'm here because I want to be counted firmly on the side of those who know 
from first-hand experience that the federal farm price support program Ib work- 
ing well, has worked well for many years, and is doing the job intended. My 
personal history in the milk business goes back a long time, SO I have sraae 
perspective on what is haiqiening now. 
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Not being an economist, I am in deep water when I start epoating atatiatics, 
but a few figures are necesaaiy to make my point. 

I have with me a copy of a monthly publication put out b; the USDA called the 
Dairy Situation. It should be required reading for those who tend to push the 
panic button and condemn the federal dairy program every time we have a year 
in which OCC purchases of butter and powder are b^. If a person takes the 
trouble to look orer the record and discuss it with someone who can provide 
some background on the figures ... as I have done ... It shows very clearly 
that the whole dairy support purchase program has operated for moat of the past 
20 years in a relatively stable and self -correcting manner. 

The peak year for dairy purchases by CCC was 1962 when the government 
bought 402 million pounds of butter and 1.3 hllllon pounds of powder. Just four 
years later in 1906, the purchases were only 25 million pounds of butter and 365 
million pounds of powder . . . not enough. I am told, to take care of our varloua 
giveaway commitments. Purchases went up again to about 265 million pounds of 
butter and 687 million pounds of powder in 1867 and then started down until 
tbey got to 07 million pounds of hotter and 36 million pounds of powder In 19T3. 
They moved up and down during the following four years. 

Now, we come to 197T when purchases of butter were 222 million pounds and 
powder 464 million pounds. 

In the perspective of twenty years, tbose figures should not be alarming. They 
are not as high as eleven of the past twenty years. 

I am not suggesting that it Is perfectly okay to give the dairy Industry a blank 
check for surplus production. I am saying that the experience of two decades or 
more shows that the industry, reacting to all of the factors affecting it, has kept 
the CCC program within reasonable bounds. 

The price support program works. The federal milk marketing order system 
works. The benefactors of hotb are the American pubUc . . . consumers and farm- 
ers alike. 

There are many things which affect the production of milk and the profitability 
of dairy farming. Federal import quotas are one factor. Market orders are an- 
other. The price support program and the level of CCC purchase prices are vitally 
important. As one example, in the 1^3 and 1074 period when the feed grains were 
sold to Russia, the Import gates were opened by presidential proclamation for 
Imports of butter, powder, and cheese in order to ofTset the effect of the grain 
sale on domestic dairy product prices. That was a political decision not justified 
by any actions taken hy dairy farmers, yet the dairy farmers had their prices 
beaten down nonetheless. 

We have often faced the efTects of political decisions affecting the price for 
milk. In April of 1077, the President set supports at about 82 percent of parity 
and I would have to say that this probably was at least one factor in an upsurge 
in milk production. The dairy sivport price was mandated to be set as of April 1, 
1078, at a minimum of 80 percent of parity, and this has again boosted the farm 
price of milk. 

I recognize the involvement of government in the milk business Is inevitable. 
After all, farmers themselves have asked for it. Furthermore, as I have said, It 
works very well. The fact that political decisions effect the price of milk may cre- 
ate occasional problems, but I think an examination of the record over the past 
20 years will Indicate that neither the farmer nor the consumer has suffered seri- 
ously l)ecause of it. 

I urge you not to succumb to pressures generated by short-lived conditions. Look 
at the chaos that prevailed in the milk industry before market orders, support 
prices, and other agricultural legislatinn. Then look at the relative stability that 
has prevailed over many years. The objective of good government should be to 
keep a good perspective on things and let programs operate tbat have demon- 
strated their effectiveness. We don't need new legislation and we don't need hasty 
tampering with the programs that are now In Operation. 

We need c^od judgment on the part of our legislators . . . and I am confident 

EicB, Wash,. Varoh 31, 1078. 
CoxoHESsMAN RosE : Thank you for giving me the opportunity to testis In 
regards to H.R. 10768 and the traditional dairy problems. I am unable to attend 
the meetings personally, bat would appreciate being able to present my views 
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by letter. We are presently shipping under tbe Inland Empire Federal Milk Order 
and have been since its inception over 20 years ago. 

Tbe Federal Order program came about as a device to Insure an ample and 
stable supply of milk for consumers and to let all milk producers within a given 
area to participate iu the Class I sales (market wide pooling). It baB been a 
huge success In regards to fumlstiing an ample suxqply of milk as G.O.G. boldings 
point up. 

In earlier times to have enough milk in the fall there was a surplus in the 
spring. This was one of the reasons for forming milk co-ops — to protect the dairy- 
man from being dropped by proprietary handlers. They made cheese, butter and 
powder from the surplus and once these manufacturing facilities were built they 
ceased being just for surplus and became a way of life. To make these plants 
profitable tbe Co-ops went out and developed new su^^liea of milk to keep the 
plants running the year around and forgetting the fluid milk part of the market. 
Right now, tbe make allowance on pdw. is high enough to be profitable for tbe 
processor, and with favorable milk feed rations for tbe dairyman and tUgber 
supports, there Is more and more milk being developed for whicb there is no 
market save C.C.C. It seems to me, to overcome this surplus of milk right now, 
it will have to be by a price adjustment either In the Support Program or the 
make allowance, or both. I can assure you this would not be popular. 

I believe a reduction of surplus could be accomplished througb the Ped. Order 
System without allotments or restraints on Individuals production by making 
each order a strictly blend price with no gimmicks such as Class I Base plans — 
Base excess. Company quotas, etc., which are simply methods whereby one 
dairyman gains an advantage over another. There is only so much money In tbe 
pool. Every one in the market would receive the same price for his milk. This was 
one of tbe original reasons for the Order System. Then by putting on dlver^on 
limits based on Class I sales there could be no production for tbe sake of snrplns 
alone, wbicb is where tbe surplus is coming from now. 

We have in our Order (Inland Empire) a 6C% diversion In tbe low months 
and 70% in the flush season (April- Sept.). If it were changed to a 50% year 
around diversion there would be a lessening of pdw. in this market The Oregon- 
Wash. Order has a 50% year around diversion limit and in turn has a higher % 
Class I usage; the Puget Sound Order has a Class I Base plan; no diversion 
limits as far as I know and the Class I usage is lower % wise than either cj 
the 2 above, meaning tbe surplus % is higher. 

By using diversion limits to control surplus it would affect only those who were 
causing the surplus. That milk which is over would not be pooled, and it would 
be up to the Co-op how it would be handled. The Dept. of Agriculture policy 
now is that no milk be depooled, but something has to be done about tbe growing 
supply of butter, pdw., and cheese held by C.C.C. other than trying to find new 
places to give it away. I'm a dairyman and I certainly know we need a decent 
price to stay In business, but I'm also a taxpayer and don't believe In producing 
anytbing Just for the Government to store. I'd like to see the Fed. Orders changed 
so as not to encourage production as they do now. I'm not advocating larger 
Orders or one large Order for all the U.S. The larger they get the less re^Kmsive 
they are to the farmer's needs and yes, I know there is a great deal of inter- 
market movement oC milk. 

Again, I'd like to thank you for any consideration given my views. I realise 
it is impossible to please everyone, but I think tbe House Agriculture Committee 
is doing a commendable job. 
Thank you, 

Heitby V. Hood. 

Amebican Fabu Bubeau FD)ERATI0IT, 

Waehington, B.C., April 3, tffJB. 
Hoa Ceablie Rose. 

Chairman, Route Agriculture Subcommittee on Dairy and Poultry, LonffVMiik 
House Office Building, Washington, D.G. 
Dead Cosqeessman Rose : At a recent meeting, the AFBF Board rf DlrectOTB 
considered the recomendations of Its Beef and Dairy Advisory Committees wltb 
reference to H.R. 10768, "The Dairy Herd Reduction Act of 1978" and took the 
following action : 

"We oppose this legislation because of tbe disruptive effect it could liave aa 
beef cattle marketings and market prices." 
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We request that yon Include this letter in the bearing reeord for the April 6 
and 20 subcommittee hearings. 
Thanfc fou for ronr conaidecation. 



AUEKtCAN Farm Bureau Federation, 

Waihington, D.C., April S, 1S7S. 
Hon. Charlie Rose, 

Chairman, House Agriculture Suhcommittee on Dairy and Poultrv, Longtoorth 
Hottm Office Building, Wathington. D.V. 

Deab Congkessman' Rose : Farm Bureau Is composed of 2.8 million members 
families in 49 states and Puerto Rico, including moat dairy farmers. 

Ttie voting delegates to the 1978 Farm Bur«au Annual meeting in Houston 
adopted the following policj r^ating to the daily price support system : 

"We support the dairy prorisions of the Act of 1977. During the term of this 
Act, we will take the lead in working with representatives of the dairy industry 
In the development of a means, other than the current dairy price suKtort pro- 
gram, of heliSne dairy farmers to receive adequate incomes without tne accumu- 
lation of surplus dairy stocks." 

A thorough review of the present dairy price suMWrt program and possible 
alternatives to this program will take time. We are working on this and shall 
appreciate the opportunity to submit additional comments on the "Current and 
Prospective Demand and Supply of Milk and Dairy Products, Including Govern- 
ment Holdings" as a later date. 

We request that this letter be made a part of the subcommittee hearing reconl. 

Thank you for your attention. 
Sincerely, 

Jo HIT C. DATT, 

Director, WaahingttM Office. 

Request fob a Conobessionai. Btmarr OmcE Sttjut or the CtJEacKT Dairy 
Surplus Situation Pbesented ry Hoit. John Eress, a Repbeseittative in 
CoKOKEss Fbou the State ck Cauvobnia 

Mr. Chairman, it appears from the two days of testimony before this Subcom- 
mittee that there are a number at policy options available to correct the current 
dairy surplus. It is not dear, however, what various economic Impacts would 
result from such proposals. To properly evaluate these alternatives, it would 
appear that sound economic analysis would be helpful. 

It is my understanding that such an analysis could be provided by the Congres- 
sional Budget Office. In conversations with staff membera of the GBO, I have 
learned ot their interest in pursuing this matter and their willingness to ccmduct 
a study of alternative solutions to the turxent dairy surplns situation. 

I would therefore propose that this Subcommittee offldaUy request the Con- 
gressional Budget Office to conduct an est^islve study and analysis of the dairy 
surplns problem and its solutions. Tha details of this request can be worked out 
between the Subcommittee Ooansel and the staff at the CBO. 
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HIAWATHA VALLEY DAIRIES 

COOPERATIVE 



April 13, 1978 



CongresBiiraji Charlie Rose 

218 Cannon Eoaae Offloe Building 

WaeHlngton, D.C. 20515 



In the year of 1957 1 moveiJ to the Stats ot AtIeodb to work 
with the Arleona Hilk Frodueara, iriilch was a milk marketing 
organization. 

Hany of the members, as well ae other dairymen in the state, 
were having difficulty paying their bills due to tbe low 
price of milk. The low price of milk wa.a caaaed from 
producing a supply much greater than Claaa I aalea. Arlsona 
was primarily a CIbdb I market and being laolated from the 
other source milk, we felt it would be an ideal area In 
whloh to try a quota program. 

We sold tbe Arizona Milk froducer mamberahlp on such a plan, 
but there waa a factor that neceaaitated haTlng one marketing 
organization in the area. Conaeq.uently, Arizona Kllk Prod- 
ucers and the Arizona lelrymen's League formed a new 
organization Imowu as the United IJalrynen of Arizona. Vlth 
thle one organltatlon we were able to put a quota plan Into 
effeot In April of 1960. The quota plan was then known as 
the lilarket Sharing Plan'. 

I am sorry that I will not be able to attend the Hearing on 
April 20th, 1978, but I snolosing a rough draft of the 
plan we put together in April of 1958 and the article I 
wrote for the October leeue (1960) of the United Dairyaen 
of Arizona Magazine. Tha flgurea and prioes iUustrate the 
pattern of production with the Market Sharing Flan in effect 
since April I960 through September I960. To the beat of my 
Imowledge they are still ualng thia plan in the Arizona 

Wo, In Wiaconaln, appreciate your intereat and the effort 
you are putting forth to maintain a atabllized agriculture. 
I bops the encloaed production program will be of acme value 
In determining trtiat avenue to pursue for the good of the 
dairy induetry. If we can be of any further aaslBtanoa, 
please feel free to write or call. 



Very truly yours. 
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National Catti^u en's Association, 

Denver, Colo., Mar<^6, 197S. 
Re H.E. 10768, Dalt7 Herd Reductitn Act of 197& 
Hon. James M. Jeffords, 
U.S. Houte of Representatives, 
Washington, D.C. 

Ukak Mb. Jeffobdb ; This is in reply to jour letter of February 16 addressed to 
C. W. McMillan regarding the above-named matter. 

In your letter, you asked for a frauk appraisal of the bill you have introduced 
to reduce dairy cow numbers and. In turn, reduce taxpayer expenditures for CCC 
purchases of butter, cheese, and non-fat dry milk. 

Certainly, tbe National Cattlemen's Association does not take issue with the 
Objective of maintaining a decent price for milk to farmers while Diaintalnlng 
stability in the consumers' market place ; and the Association does not intend 
to inject itself into the issue of milk and milk product pricing and related matters. 

The proitosed legislation, however, addresses itself to the slaughter cattle 
market and would inject the hand of Government and a direct Government sulv 
sidy into the slaughter cattle trade, a subsidy which would be paid to only one 
class of producer- sellers ; namely, dairy cow and heifer sellers. 

The members of the National Cattlemen's Association have taken a position in 
opposition to directly involving; cattle in price supiiort programs, production con- 
irols, suhiidieg, or a combination of these. Therefore, in view of the dictate of 
the membership on this specific issue, the Association would be forced to oiqiose 
the passage of H.R. 10T68. 
Sincerely, 

B. H. (Bill) Josbs, 
Vioe Pretident, PoUcy Development. 
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Statcnent of 

T*«i Henxingtcn, aiaiman 

Marketing Comiittee 

Naticnal Cartisnen'a flasociatioti 

B. R. 10TG8 
Dalzy Beid DBduetlon Act of 1978 

The Hatlcnal Cnttlanen's flaBOCJatlen Is 
strtjiqly iTUOBed to the jxaviBJanB of 
H. R. 10768 which wauld lniac± the hand 
of QjvutiiiiaiL and a direct GovtuiinaiL 
sdaeidy into tJie slau^ter cattle trade . 

TtB apcnscx of the legislaticn under ocnsiideraticn has stated that tha pir- 
poee of the [ix^osed bill is to naintain a deceit price for milk to ttxaec* 
while PBintainlng stability in the ccnsuners' market place. Certainly, the 
Naticnal Cattleiien's Asaoclaticn does not take issue with the stated objec- 
tive. Also, tte Associdticn does not intend to inject itself into the issue 
of milk ani milk produ:^ pricing ani related natters. 

n£ profosed legislation in actuality, hxisvet, addresses itself to the 
slaughter cattle nerket and would inject the haid of Gcwemnait and a 
direct Gouemm^it subsidy into the slaughter cattle trade, a subsidy, 
-incidentally, (ihich would be paid to only erne class of prcdicer-sellersj 
nanely, dairy cow ani heifer sellers. 

Tte maifcers of the NQi have takai a positicn in owoaiticn to directly in- 
volvli:^ cattle in price st^ipsrt progriins, production controls, sute idles, 
or a ccnbinaticn of these. 

Furthermore, the VOi cannot lock with favor cm proposed soluticns to prcblaiB 
in cne se^nent of Agriculture vdiich create prdslans in aiKJther so^oent. 

Fez- tliese reasons, tl£ Association nust o^fioee the passage of H. R. 10768^ 



Bie iCfl was crfeatcd on Septaitcr 1, 1977, by the oonsolidation of the 
American National Cattlemen's Assooiaticsi and tte Hational Idvestock 
Feeders Association and is the national sixkeanan for aJ.l so^rcnts of 
the nation's beef cattle industry — including cattle breeders, producers, 
and feeders. The KIA teprespnts aE^roxumtely 280,000 professional 
cattlonen throughout tlie country, hteirhorr^hip includes inSividual msm- 
bers as well as 51 af eiliat.ed state catUe associations airf 13 affi- 
liated national breed organizations. 
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Jimpr- 



Hoaocable Chsclie EU»*, Cb*lmta 
Dairy md Foultr? Subco^ilttu 
CoBBlttie on Agllcultute 
U. S. House of Repruenutlves 

Haihlngton, D. C. 20515 



During my appearance before the D 

I Bade the point that praaent dairy pcoiraaa have been effectlva In 

Inducing faroara to adjuat ttaaiE operatlona to aaet changing oarket 



a pcecedlns reac. 



This dcmmstTaEea once agatn that aictatliia pcograaa aca 
yat flaiibia anDugh, to ancouraga facatri to atka neceiB 
tbeli praduction pactama to neet changing condltlona. - 



'oultry Subcmalctae on April 6, 



U Hilk Productlm Baport 
:am Maieh of laat Jiaa. Thla 
im teatlBony shoiKlng thai 
and TabTuaiy. It t*. howarar, 

roductlon ima balov the corra- 
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MILK PKOPUCTiON [^ 



Crap 
Reportirg 

Board 



US Department 
of Agriculture 
WashinpiNV D.C 



KftRCH MILK PBODUCTIOH BELOW PREVIODS YEAR 

Hl1k production totiled 10,S28 nllllon pounds in March, dowi 
less than 1 percent from March 1977. Average production per cm 
Has 967 pounds, 6 pounds more than t year earlier and 38 poinds over 
March 1976. MiU cows were estimated at 10,883,000 head during 
March, off 1 percent from last year. 

Production for the first quarter of 197B was virtually the 
sane as the corresponding period last year and 2 percent more than 
1976. 



6RAIW AHD OTHER CONCENTRATES FED IHCREASE 

Grain and other concentrates fed to nilk cows on April 
14. G poinds per cow — 0.5 pounds more than a year earlier a 
pounds above April I, 1976. 



HILK-FEEO PRICE RATIO OOWI 



For information call: (202) 447-6351 
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Swiss ^ 



niMlsslpiri Valley Milk Producera AnocMlon. ii 



The Honorable Oagnasnen Oiaxlie Rose 
218 Caimcn House Office Building 
Hashington, D. C. 20515 



g your letter of Ffarch 22, 197S in regards to H.R. 1076t 
"The Dairy Herd Roducticn Act" and the aureat end prospective supply 
and demand of milk and dairy products, plus the govermant siqipl)' of 
dairy products. 

At OUT recent board meeting of Mississippi Valley Hilk Producers Asso- 
ciaticn our board felt they could not si^vort the Dairy Herd neductian 
Act because they felt the progrmit would be very hard to regulate and 
police and inuld tend to be costly froi that aspect. 

Another point is the fact that the sarket value of cull dairy cow beef 
has cli^Md steadily the past tm to three mnths (ncouraglnc dalTyaai 
to increase their culling rate. It appears this market will rcoaln 
fairly strong for scoe tliae. 

If adopted, this progrsai uould also tend to put dairynai Id an nduard 
position Kith the beef Industry who are just recovering fron a very 
lengthy eccociiiic skid dating back at least three years. 

As to current siqiply of ndlk and dairy products, our production has de- 
creased slightly **iich is also the case in other areas. It Is our think- 
ing that our production will renain soneidiat stable, possibly a »all 
decline. Hie donand fOr our producticn has increased sliE^tly end 
throuf^ additicnal promotion we hope to increase this denand. 



Upon receipt of your letter I contacted NatitHial Hilk Producers Federa- 
tion tfieal Bjomsm] in regard to the hearings you had scheduled. He 
informed me several dairyioen and the Federation would present testinmy 
at the hearings. He and 1 agreed that t write you our thoughts about the 
issue and if the Federation saw need would call on sooie of our people 
fran MVMPA for participation. 

I am a mmter of fWPF BtecutivB CoBnittee and sifliport the testiacny they 
have or will present. Also, I would like to add that at our last 
Executive CcAnittee meeting. Secretary of Agriculture Bergland did 
attend and the Secretary and the Eieoitive Caimittee did have a very 
good meeting discussing the issues i*ich you outlined in ynur letter. 
Thank you for your invitation of giving my views and the views of Mis- 
sissipii Valley Milk Producers Association members in regards to the 
issues being eitplored at the hearings you are holding. 
We really appreciate your fine support of the agricultural issues in 
the national gavemnent . 
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